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classified by the United States Trade Representative or would result in the
disclosure of the operations of individual concerns. This published report
is the same as the report to the President, except that the above-mentioned
information has been omitted. Such omissions are indicated by asterisks.
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Preface

The Commission instituted the investigation, Nos. TA-131(b)-13, TA-
503(a)-17, and 332-266, under sections 131(b) and 503(a) of the Trade Act
of 1974 (19 U.S.C. 2151(b) and 2463(a) and section 332(g) of the Tariff Act
of 1930 (19 U.S.C. 1332(g)), Probable Economic Effects of Providing Duty-
Free Treatment for Watches under the Generalized System of Preferences, on
Nov. 7, 1988, following receipt on Oct. 18, 1988, of a letter from the U.S.
Trade Representative (USTR). The request was made following the acceptance
for review by the Trade Policy Staff Committee of a petition from Timex
Corporation for the addition of watches to the list of articles eligible
for duty-free treatment under the Generalized System of Preferences (GSP).
The information requested was further clarified in a letter from the USTR
dated Jan. 31, 1989. Copies of the October and January letters are
reproduced in appendix A, the 58 Harmonized Tariff Schedule of the United
States subheadings pertaining to watches are listed in appendix B, and a
copy of the Commission's notice of investigation is reproduced in appendix
c. 1/

In his letter the USTR notified the Commission that watches provided
for in headings 9101 and 9102 of the Harmonized Tariff Schedule of the
United States (HTS) are being considered for designation as eligible
articles for purposes of the GSP. He requested, pursuant to sections
131(a) and 503(a) of the Trade Act, that the Commission provide its advice,
with respect to the watches provided for in each 8-digit subheading under
HTS heading 9101 and 9102, as to the probable economic effect on U.S.
industries producing or assembling watches and U.S. industries producing or
assembling watch bands, straps or bracelets and on U.S. consumers. He
asked that separate advice be provided for the watch manufacturing and
assembly industry and the watch band, strap and bracelet manufacturing and
assembly industry and for each geographic area (the United States and U.S.
insular possessions). In providing its advice, the Commission was
requested to assume that benefits of the GSP would not apply to imports
that would be excluded from receiving such benefits by virtue of the
"competitive need" limits specified in section 504(c) of the Trade Act.

With respect to the injury determination required by section
503(c) (1) (B) of the Trade Act (as amended by section 1903 of the Omnibus
Trade and Competitiveness Act of 1988), the USTR requested (as amended by
letter of Jan. 31, 1989) that the Commission provide data and/or
information and analysis, to the extent possible, for the most recent 3-
year period for each of such industries with regard to annual production,
capacity, capacity utilization, domestic shipments, exports, inventories,
employment, wages, and financial experience; the potential decline in
output, market share, profits, productivity, and return on investment; the
potential negative effects on cash flow, and ability to raise capital and
investment; any rapid increases in import penetration and the likelihood
that such penetration will rise to an injurious level; factors affecting

1/ A copy of the 1ist of participants in the Commission's hearing appears
in appendix D.
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domestic prices; and any other factors the Commission deems relevant. In
addition, he requested that the Commission provide data, to the extent
possible, for the most recent 3-year period for current end potential
foreign producers, current and potential production capacity and capacity
utilization, domestic shipments, and exports to the U.S. and other markets.

With respect to the finding required under section 504(d) of the Trade
Act, the USTR requested, pursuant to the authority of section 332(g) of the
Tariff Act of 1930, that the Commission provide advice with respect to
whether articles like or directly competitive with the watches described in
each 8-digit subheading of the headings, 9101 and 9102, of the HTS were
being produced in the United States on Jan. 3, 1985.

The USTR requested that such advice be furnished as soon as possible,
but not later than 6 months after receipt of the request (Apr. 18, 1989).

In the course of this investigation, the Commission collected data and
information from questionnaires sent to assemblers, producers, and
importers of watches and watch bands, straps, and bracelets in the United
States and the U.S. insular possessions. In addition, information was
gathered from various public and private sources; overseas posts of the
U.S. Department of State; fieldwork in the United States and the U.S.
Virgin Islands; and from Commission files.

il
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CHAPTER 1. INTRODUCTION AND REVIEW OF LEGISLATION
The Purpose of the Study

The purpose of the study is to provide advice and information to the
USTR that will assist the USTR and the President in making certain
determinations under title V of the Trade Act of 1974, as amended by
section 1903 of the Omnibus Trade and Competitiveness Act of 1988, with
respect to whether watches provided for in headings 9101 and 9102 of the
Harmonized Tariff Schedule of the United States (HTSUS) should be
designated as eligible articles for purposes of the Generalized System of
Preferences.

The USTR requested, pursuant to sections 131(a) and 503(a) of the
Trade Act, that the Commission provide advice, with respect to the watches
provided for in each 8-digit subheading under HTSUS headings 9101 and 9102,
as to the probable economic effect on U.S. industries producing or
assembling watches and on U.S. consumers. He asked that separate advice be
provided for the watch manufacturing and assembly industry and the watch
band, strap and bracelet manufacturing and assembly industry and for each
geographic area (the United States and U.S. insular possessions). 1/ 2/ In
providing its advice, the Commission was requested to assume that benefits
of the GSP would not apply to imports that would be excluded from receiving
such benefits by virtue of the "competitive need" limits specified in
section 504(c) of the Trade Act.

With respect to the injury determination required by section
503(c) (1) (B) of the Trade Act (as amended by section 1903 of the Omnibus
Trade and Competitiveness Act of 1988), the USTR requested (as amended by
letter of January 31, 1989) that the Commission provide data and/or
information and analysis to the extent possible for the most recent 3-year
period for each of such industries with regard to annual production,
capacity, capacity utilization, domestic shipments, exports, inventories,
employment, wages, and financial experience; the potential decline in
output, market share, profits, productivity, and return on investment; the
potential negative effects on cash flow, and ability to raise capital and
investment; any rapid increases in import penetration and the likelihood
that such penetration will rise to an injurious level; factors affecting
domestic prices; and any other factors the Commission deems relevant. In
addition, he requested that the Commission provide data for the most recent
3-year period for current and potential foreign producers, current and
potential production capacity and capacity utilization, domestic shipments,
and exports to the U.S. and other markets.

1/ Further use of the term, "United States," refers only to the 50

states, the District of Columbia, and Puerto Rico. The term "Insular
possessions'" refers only to the U.S. Virgin Islands and Guam.

2/ Section iv of Headnote 3(a) of the TSUS and the HTSUS describes special
duty provisions that apply to products of insular possessions (app. E).
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With respect to the finding required under section 504(d) of the Trade
Act, the USTR requested, pursuant to the authority of section 332(g) of the
Tariff Act of 1930, that the Commission provide advice with respect to
whether articles like or directly competitive with the watches described in
each 8-digit subheading of the headings 9101 and 9102 of the HTSUS were
being produced in the United States on January 3, 1985.

The USTR requested that such advice be furnished as soon as possible,
but not later than 6 months after receipt of the request (April 18, 1989).
The following section reviews legislation pertaining to watches (See app. E
for copies of headnote 3(a), the legislation as it appears in the United
States Code, and the notices related to this legislation that appeared in
the Federal Register).

Legislative Background

Public Law 93-618: Jan. 3, 1975 (Trade Act of 1974)

The Trade Act of 1974, which provided for the GSP program,
specifically excluded watches from eligibility for duty-free treatment
because watches were determined to be "import sensitive articles." (see
section 503(c) (1) of the Trade Act of 1974, 19 U.S.C. 2463(c)(1)). The
report of the Senate Committee on Finance on the bill that became the Trade
Act of 1974 also notes that Congress was concerned with the effect that GSP
would have on the economies of the U.S. insular possessions. 1/

1/As the Senate report notes,
...General headnote 3(a) of the Tariff Schedules of the United States
would be amended to assure that, subject to Sections 503(b) (2) (rules
of origin) and 504(c) (competitive need limitations), insular
possessions would receive duty treatment no less favorable than that
afforded to any country designated a beneficiary in accordance with
this title. '

This provision is not intended to impair any benefits that these
possessions are receiving by reason of headnote 3(a) to the Tariff
Schedules of the United States. The Committee strongly believes that
the products of U.S. insular possessions should under no circumstances
be treated less advantageously than those of foreign countries.

...in determining eligibility of an article under this title, the
President should take into account the extent to which duty-free
treatment of such articles from the insular possessions are presently
contributing to the economic well-being and development of the insular
possessions, and the extent to which such trade would be adversely
affected if such articles were to be made eligible for generalized
tariff preferences.

Report of the Committe on Finance United States Senate, Together with

Additional Views on H.R.10710, pp. 222-23.
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Public Law 94-88; Aug. 9, 1975

This legislation amended the TSUS to provide duty-free treatment to
watches and watch movements manufactured in any insular possession of the
United States if foreign materials did not exceed 70 percent of the total
value of such watches and watch movements. 1/

Public Law 97-446; Jan. 12, 1983

In response to changing market conditions that had had an adverse
impact on the U.S. insular possessions watch industry, Congress passed
legislation that was designed to "...spur production in the insular
possessions and to encourage those producers who are there to stay and
those producers who have left to potentially return." 2/ The legislation
modified headnote 3(a) of the TSUS (e.g., the foreign-content limitations
pertaining to watch components were relaxed) and provided production
incentives in the form of a wage rebate program. 3/

Public Law 100-418; Aug. 23, 1988, The Omnibus Trade and Competitiveness
Act of 1988

The Omnibus Trade and Competitiveness Act of 1988 amended section
503(c) (1) of the Trade Act of 1974 to permit the President to designate

watches as eligible for duty-free treatment under the GSP if he determined,

after public notice and comment, that such designation will not cause

material injury to watch or watch band, strap or bracelet manufacturing and

assembly operations in the United States or U.S. insular possessions.
More specifically, section 503(c) (1) was amended as follows:

(B) watches, except those watches entered after June 30, 1989, that
the President, through the United States Trade Representative,
specifically determines, after public notice and comment, will not
cause material injury to watch or watch band, strap or bracelet
manufacturing and assembly operations in the United States or the
United States insular possessions. 4/

The 1988 act did not alter the production incentives or general headnote
changes made by Public Law 97-446.

1/ Public Law 94-241, enacted on Mar. 24, 1976, entitled the Northern
Mariana Islands to the same tariff privileges as Guam.

2/ United States Code: Congressional and Administrative News, 97th
Congress——Second Session, 1982, vol. 4, p. 4091.

3/ The legislation specifies the requirements and limitations for the
production incentive program (see app. E). -

4/ Public Law 100-418--Aug. 23, 1988, 102 Stat. 1313.

1-3
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Information Sources

Information sources include questionnaires, fieldwork (domestic and
U.S. Virgin Islands), government data (including the Department of Commerce
and appropriate U.S. embassies and Commission files). In addition, the
Commission collected information through its public hearing, written
submissions from interested parties, and secondary, nongovernmental
sources.

Questionnaires were sent to nine U.S. assemblers; eight U.S. insular
possessions assemblers; seven U.S. watch strap, band, and bracelet
producers; and nine U.S. importers of watches.

Formulation of Questionnaire Product Categories

The large number of individual headings and subheadings for watches in
the Harmonized Tariff Schedule of the United States and the manner in which
these subheadings are organized make comparisons related to product value
or style difficult. Therefore, Commission staff created product categories
that reflect product value (in terms of precious-metal content) and product
style in order to collect data that would be roughly comparable given the
thousands of watch styles available in the United States. (See app. F for a
description of the product categories).
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CHAPTER 2. PRODUCT DESCRIPTION AND USES
Description and Uses
Watches

Watches are timepieces designed to be worn or carried on or about the
person. The most common type of watch is the wristwatch, but watches may
also be carried in the pocket, set in rings, or worn about the neck.
Timepieces incorporating any type of stand are not classified as watches,
nor are watches set in pens, or in other apparatus not specifically
designed to be carried on or about the person. Watches may be mechanically
or electrically powered, and the timekeeping function may be either
mechanically or electronically regulated; they may have mechanical (analog)
displays, opto-electronic (digital) displays, or both. Quartz analog
watches make up the most significant portion of this group of products in
terms of U.S. imports and domestic shipments. Quartz analog watches
accounted for over 74 percent of the value of U.S. watch imports in
1988. 1/ Quartz analog watches constituted *** percent of total shipments
of watches assembled in the United States in 1988. 2/

The major components of a watch are the movement; the watch case; the
watch band, strap, or bracelet; and the battery. The watch movement
performs the time regulating function. The term watch movement includes
movements with a balance wheel and hairspring, quartz crystal, or any other
system capable of determining intervals of time. The watch case includes
the inner and outer cases, case backs, and containers and houses for
movements, together with parts and pieces, such as, but not limited to,
rings, posts, and frames.

Prior to the early 1970s, watches generally were used as timekeeping
devices. The value of the watch was related to the cost of its movement as
well as its case and bracelet. There was a wide range of prices for
movements, based on their respective accuracy. Quartz technology allowed
producers to make movements with a high degree of accuracy at a relatively

1/ Based on official data of the U.S. Department of Commerce.
2/ Based on data submitted in response to questionnaires of the U.S.
International Trade Commission.
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low cost. 1/ With a quartz watch, the value of the watch is primarily a
function of the cost of the case and bracelet.

Although the primary function of a watch remains one of timekeeping, a
secondary use as jewelry, fashicn accessories, or other articles of
adornment has grown since quartz analog watches were introduced
commercially. In response to this change in technology, watch
manufacturers worldwide not only shifted a large percentage of their
operations from mechanical to quartz analog or digital, but also focused
their efforts on developing new styles for watches. By producing
relatively low-cost accurate watches and by promoting watches as jewelry or
fashion accessories, watch manufacturers were able to increase consumer
demand for watches, because consumers were more likely to purchase more
than one watch. Watch producers' marketing efforts focused on reinforcing
brand-name recognition and highlighting new design lines in order to
maintain or increase their respective shares of the growing market.

The watch case, and particularly the plating thickness of precious
metal on most metal watch cases, is now the most important physical
determinant of quality and price. Gold is most commonly used for cladding
and plating watch cases. The better quality watches are plated with a
greater thickness of gold or other precious metal to assure satisfactory
wearability and low return rates. With nearly all quartz analog watches
offering roughly equivalent timekeeping ability, differentiation among
watch types is no longer highly dependent on the quality of the movement or
the number of jewels. 2/

Differentiation, to a large extent, is a function of design,
marketing, and outward appearance. The cost of gold on the case is a
significant expense, and manufacturers attempt to match the quality of a
watch movement with the thickness of gold plating on the case and band.

The highest end watches are those that are actually made of precious metal.
The next most expensive are generally watches clad with precious metal by

1/ At the heart of quartz technology are two electronic devices, the
integrated circuit, and the quartz crystal. A watch integrated circuit
opens a switch and transfers electric energy from the battery to the motor.
The integrated circuit is regulated by the quartz crystal, which vibrates
at a very high frequency. The advantage to this high-frequency oscillation
over mechanical, low-frequency oscillation is increased accuracy. A
certified mechanical Swiss chronometer must run at an accuracy of

10 sec/day; a good-quality quartz watch may be accurate to within

0.2 sec/day, or 50 times as accurate as the best mechanical movement.
Quartz analog watches are also much less affected by temperature
fluctuations or the position they are worn in than are mechanical watches.
2/ According to industry sources, jewels in a quartz movement add little to
its value, except that, in some instances, they aid in movement assembly
operations. Quartz watches assembled in the United States, the U.S. insular
possessions, and elsewhere differ little in terms of the number of jewels
contained in their respective movements.
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mechanical means. Finally, there are those watches that are plated with
precious metal by electrochemical means. In general, for watches that are
plated with precious metal, industry sources consider a watch plated to
less than 1 micron to be of lesser quality because the plating is less
durable. A "good" quality watch will usually be plated with 1 to 3 microns
of precious metal, and its crown to not less than 2 microns because of the
wear this part receives. "Better" quality watches are plated with 3 to 7
microns and the "best" are plated with more than 7 microns. Some makers
plate to as great as 10 microns, but this is not common since
electroplating to this thickness often results in a deterioration of the
brilliance of the gold plating. Watches plated to a thickness of less than
1 micron generally retail for less than $30. Watches plated to a thickness
of between 1 and 3 microns usually retail from between $30 and $125, those
plated between 3 and 7 microns generally retail from between $125 and $300,
and those plated in excess of 7 microns generally retail at over $250.
Gold-clad watches retail from $150 on up and solid gold watches at upwards
of $§250. 1/

The cost added to a watch from goldplating is a function of the
plating thickness; flash goldplating (less than 1 micron) may add as much
as $.70 to the cost of manufacturing a watch; gold plating of 2 microns may
cost as much as $7.00 and may increase the cost of a watch at the retail
level by $30.00 or more. The cost of the gold in an average man's watch
(for the watchcase alone) ia approximately $2.10 to $2.50. 2/ One
manufacturer reported that it attempted to cut costs by plating to
thicknesses of less than 0.5 micron. However, the firm's return rate
increased as a result of defective finishes caused by the reduction in gold
content; this increase forced the firm to resume plating to a thickness of
1 micron.

For the most part, there are few differences between watches assembled
in the United States, the U.S. insular possessions, and other countries.
The U.S. and U.S. insular possessions assemblers produce quartz analog
watches primarily 3/, as do Japanese and European producers. Digital
watches are produced primarily in low-wage-cost Asian countries.

Mechanical watches continue to be produced (assembled) worldwide. As the
demand for mechanical watches declines, production capacity and actual
production also decline. : ‘

Watches and watch bracelets produced or assembled in the United
States, the U.S. insular possessions, and elsewhere are plated with gold or

1/ These price ranges may vary considerably depending on the type of

watch bracelet attached to the watch. A watch with an integrated band that
is clad with gold would be significantly more expensive than a similar
watch with a leather band.

2/ This estimate assumes that the gold is valued at $420 per oz.

3/ Because the U.S. insular possessions assemblers and the U.S. assemblers
are marketing v1rtua11y all of their watches in the United States, the
range of watch styles is similar for both industries.

2-3



2-4

other precious metals to the full range of thicknesses. The most common
micron range in the United States and the U.S. insular possessions is
between 1 and 3 microns. This is also the most common range for much of
what is imported into the United States. A large percentage of U.S.
imports from Japan and Europe (especially Switzerland) tend to be plated to
over 3 microns or made of solid gold or other precious metal. Imports from
Hong Kong generally are plated with precious metal to under 3 microns.

According to U.$S. Government sources and industry sources in the
respective countries, much of what is produced in various GSP countries
also is plated with precious metal to less than 3 microns. Nonetheless,
producers (or assemblers) in these countries have the capacity to produce
all types of quartz analog watches. * % *

Watch bands, straps, and bracelets

Watchbands are typically made of metal, leather, plastic, or textile.
There are three general types of metal bands or bracelets--expansion,
solid, or linked. Metal bands are often soldered or otherwise permanently
attached to the watch case to form what is called an integrated bracelet.
Metal bands or bracelets may be solid precious metal, clad or plated with
precious metal to various thicknesses, or made of stainless steel or other
base metal.

Leather bands or straps are used mostly with quartz analog or
mechanical watches. Plastic bands are used on lower cost quartz analog
watches and on many digital watches. Textile bands are used on lower cost
watches of all types.

Because watches that are assembled in the U.S. insular possessions and
the United States or are imported into the United States are targeted for
the same markets, the watch assemblers generally use similar types of watch
bands, straps, or bracelets. The type of watch case determines, more often
than not, the type of band, strap, or bracelet attached to it.

Manufacturing Process

Assembly

Watch movement assembly is the process of fitting together the various
movement components. For mechanical watch movements, assembly includes
that of a movement blank from the main plate, bridges, the train, and the
winding and setting mechanisms. For electronic watch movements, the
movement frame, integrated circuit, quartz crystal, coil and coil core,
stepping motor, train, gears, and other parts are assembled.
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Watch assembly entails five basic steps: 1) imprinting the dial (with
a brand name, country of origin, etc.); 2) attaching crowns and stems and
then dials and hands to the preassembled movement; 3) placing the resultant
assembly into the watch case; 4) gluing or pressing the crystal in place;
and 5) testing and adjusting for water resistance and accuracy. Completing
the watch also entails attaching a watch band, strap, or bracelet; in some
cases, the bracelet is permanently attached to the case when the case is
manufactured. However, for the purpose of this investigation, operations
that consist solely of attaching bands, testing for water resistance or
accuracy, and/or other operations incidental to the creation of a
substantially complete watch were not defined as assembly operations.

Precious metal in the manufacturing process

There are three ways to incorporate precious metal into watch cases
and watchbands in addition to manufacturing the case and band entirely from
precious metal. The first method, mechanical cladding, entails
mechanically bonding a layer of precious metal to a base metal. The
second, electroplating, includes flashplating and acidplating. Another
technology, called ion-deposition gold plating--similar in quality to
flashplating--is also being used.

So0lid gold.--Solid gold cases and bands are produced primarily in
Europe and the United States. The price of such products varies with the
size, type, and the amount of gold in the case or bracelet. Most solid
gold cases and bracelets manufactured in the United States use 14 kt gold,
whereas European cases of this type are usually made of 18 kt gold.

Mechanical cladding.--Firms generally achieve a better quality product
by using mechanical means (such as soldering or welding) rather than
chemical means to bind the gold to the base metal. Typically, a sheet of
base metal, such as brass, is plated with a layer of 14 kt or 18 kt gold,
in a ratio of 1:20 by weight. The gold and brass are alternately heated
and rolled until they are of the proper thickness. One micron is
equivalent to approximately forty millionths of an inch, and the minimum
thickness that the Federal Trade Commission permits for watches referred to
as gold filled is three thousand millionths of an inch. This type of watch
case is made less frequently today; for the most part, firms in the United
States and elsewhere use electroplating rather than mechanical cladding to
bind gold to the base metal. However, some firms manufacturing watch bands
and bracelets in the United States continue to use the mechanical cladding
method, particularly for non-expansion bracelets.

Electroplating.--Typically, electroplating starts with a brass,
nickel-steel, or other alloy metal watch case or a stainless-steel
watchband. After preparation, the case or band is plated in a nickel
sulfate bath that applies a nickel coating to which the gold can adhere.
The article is then dipped in a gold cyanide salt solution, and an electric
current is applied. The article, acting as the cathode, is plated with the
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gold that is in the plating solution to a thickness of between less than
0.1 and 10 microns, depending on how long it remains in the bath. 1/

Flashplating and acid, or micron, plating are similar processes except
that objects that are flash plated are left in the plating solution for
less than one minute; objects that are acid plated are left in a plating
solution for 20 minutes to 3 hours. Also, the respective acid-plating
solutions are slightly different. Flashplating deposits a very thin layer,
usually of gold, on a base-metal surface; the layer is less than 0.1 micron
of gold, which is worn away quickly by friction. The process generally is
used to apply a shiny finish to a watch or bracelet that has a brass or
gold-colored base metal, mainly to enhance the appearance for retail sale
of the item. :

Ion-deposition.--Ion-deposition plating uses microwave radiation to
stimulate gold ions in a vacuum chamber; the ions are then deposited in a
thin layer on the surface of a base-metal watch case placed in the chamber.
This method also applies a very thin layer of gold that rubs off quickly
when worn. Although this method is used to plate watchbands, the process
plates all of the expansion band, including the moving parts, and therefore
must be applied very thinly; otherwise, the expansion springs bind, leading
to problems with wear.

There are other types of precious metals available for plating, but
they are uncommon. For example, women's watch cases and bracelets made of
silver currently are in fashion; however, industry analysts expect demand
for these watches to level off and even decline in the next few years as
consumer preferences shift again.

Differences in Manufacturing Process by Country

Watches are made essentially the same way the world over; differences
occur mainly in levels of automation. The Swiss reportedly have achieved a
very high degree of automation in the production of the Swatch watch, using
a closely held proprietary manufacturing method; Swatch watch assembly
lines generally only require operators to set up and monitor the assembly
equipment. Certain Japanese firms have developed similar methods. 2/ For
movement assembly, the large Japanese and Swiss producers reportedly also
have invested in and achieved a very high degree of automation in their

1/ This process is the one most commonly used by watch and watch parts
producers worldwide.

2/ Japanese firms, according to industry sources, have also developed
highly automated assembly systems for certain types of watches. Seiko
Instruments and Electronics, for example, has developed robots and image
processing devices to assemble watches. T. Sigo, M. Takada, S. Yamazaki,
and Y. Takahashi, "An Automated Assembly Line for Wrist Watches using
Robots with Vision," The International Journal of Advanced Manufacturing
Technology, 1(2) 57-67, 1986, p. 57.
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domestic plants, using robotics and pneumatic tools to the extent possible.
Movement manufacturers with sufficient investment capital generally use
automation equipment for the assembly of their lower end production,
preferring to use skilled hand labor for the higher value items for which
the labor component makes up a smaller percentage of the total cost. For
other watch producers, the manufacturing and assembly of watches remains a
series of labor-intensive operations and the degree of automation is
determined by the cost effectiveness of investment in automation equipment
versus contracting out assembly work to lower wage areas. 1/

Watch assembly is labor intensive, generally requiring a minimum of
capital, except for certain testing equipment and assembly benches. Watch
assemblers can generally be trained in 3 months or less. With the
predominance of electronics involved in quartz watch manufacturing, skilled
technical labor has been reduced substantially from that required for
making mechanical watches. Watch parts manufacturing is done by the larger
watch firms in Japan, Switzerland, and in the United States, * * *

and is substantially more capital intensive than is watch or watch
movement assembly.

Watch operations in GSP countries generally are fairly labor
intensive. This is particularly true of the watch assembly operations.
For the most part, companies located in the GSP-eligible countries assemble
movements as well as the watch itself. However, some companies * * *

* % %

Companies in GSP-beneficiary countries such as Thailand have shown
that they are capable of manufacturing products such as watch cases and
bracelets; the production processes for both of these products is somewhat
capital intensive. The establishment of watch components production allows
the Thai industry to develop a limited degree of vertical integration,
reducing its watch assemblers' need for imported components.

Substitute Products

Watches used either as personal timekeeping devices or as articles of
personal adornment are not readily substitutable for other types of jewelry
or for other timekeeping devices. Despite the proliferation of electronic
devices, such as microwaves, or other appliances incorporating a watch or
clock movement, there are few portable products available to substitute for

1/ Watch assemblers in the United States and the U.S. insular possessions
generally use labor-intensive methods to assemble watch movements and

POTENROSOY

watches. Some firms * * * than others.
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wrist or pocket watches. One exception might be products that are carried
on or about the person, such as a pen or lighter containing a watch module.

U.S. Tariff Treatment

The current U.S. rates of duty for watches produced in countries
receiving most-favored-nation status appear in table 2-1. Watches are
covered under chapter 91 of the Harmonized Tariff Schedule of the United
States (HTSUS) and include articles under headings 9101 and 9102, (See app.
B.) For the most part, the conversion from the Tariff Schedules of the
United States (TSUS) to the HTSUS maintained TSUS watch breakouts under the
new classification system. The TSUS, which classified watches under item
715.05, reflected the tariff structure dating from 1930, which was based on
mechanical watch technology. In a series of rulings culminated in a ruling
of March 25, 1982, the U.S. Court of Customs and Patent Appeals decided
that opto-electronic watches did not fit the TSUS customs classification
for a watch, and reclassified them as "electrical articles and electrical
parts of articles n.s.p.f." 1/ A separate item number, 688.36 was created
in July 1982 for solid-state watches, clocks, and modules. Under the TSUS,
the duty on a watch classified under schedule 7 was determined by viewing
the case, module, and bracelet separately, whereas for solid-state watches,
the duty was calculated on the article as an entirety. Products containing
watch modules such as pens and lighters were classified under item
688.43.50 as an article incorporating a watch module.

The conversion to the HTSUS changed the classification of watches from
a "constructive separation" method, whereby each component of a watch is
assessed a separate duty, to a simplified method using a composite duty
rate that enables the entire article to fall under one subheading. The
conversion resulted in a more complex rate structure, but a simplified
classification system. 2/

The duty rates for watches with cases of precious metal or clad with
precious metal, classified under heading 9101, are combination rates, based
on a standard 6.25 percent rate for the case, and the band, strap, or
bracelet, and a specific duty on the movement that varies according to the
type of watch. Batteries for watches of this type are also assessed an
additional 5.3 percent duty. For duty rates for other watches, classified
under heading 9102, one rate of duty is used for cases (4 cents each, plus
6 percent ad valorem), and two rates are used for the straps, bracelets or
bands. One rate is used for both base-metal and textile (synthetic and
manmade) bands (14 percent ad valorem). All other straps, including
leather and rubber or plastic bands, are dutiable at 2.8 percent. Under
the HTSUS, watch straps entered with wristwatches, attached or otherwise,
are classified with the watch.

1/ Executive Order No. 12371, effective July 13, 1982.
2/ See app. G for a concordance between the HTSUS and the TSUS.
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Watches whose cases are wholly of precious metal or of metal clad with
precious metal (those classified under heading 9101) include those of
silver, gold, and platinum. The term "platinum" covers iridium, osmium,
palladium, rhodium and ruthenium. Alloy watch cases containing precious
metal are classified as such if they contain 2 percent or more by weight of
gold, silver, or platinum. If not, watch cases are classified as base
metal under heading 9102.

Metal clad with precious metal includes material made with a base
metal, one or more surfaces of which have been covered to any thickness
with precious metal by soldering, brazing, welding, hot-rolling, or similar
mechanical means. Regarding the thickness of gold for watches considered
to be clad with precious metal, the Federal Trade Commission in 1968 issued
"Guides for the Watch Industry," which defines the legal requirements for
the industry. The publication states, for example, that for a watch to be
marked "Gold Filled," it must be plated to a thickness of not less than
three one-thousandths inch (120 microns) with not less than 10 karat gold.
Therefore, although the thickness of mechanically applied gold on watches
under heading 9101 need not be 120 microns or greater to be entered as
such, these watches generally must meet this criterion to be sold as such.
It should be noted that if the back of a precious metal or precious-metal-
clad watch is not at least clad with precious metal, then the watch is
classified under heading 9102.

Imports of watches have never been eligible for duty-free treatment
under the GSP. However, if imported separately, only watch straps, bands,
and bracelets of base metal valued over $5.00 per dozen or articles of
textile material are ineligible for GSP treatment. Futhermore, under the
TSUS, batteries were eligible for GSP treatment, regardless of whether or
not they were entered with the watch. Under the HTSUS, batteries entered
with the watch are not eligible. :

Imports of watches from Israel are eligible for duty-free entry under
the United States-Israel Free Trade Area Implementation Act of 1985, and
those from Canada are eligible for reduced duties under the first stage of
reductions under the United States-Canada Free Trade Agreement
Implementation Act of 1988. Furthermore, imports from designated
beneficiary countries are eligible for duty-free treatment under the
Caribbean Basin Economic Recovery Act, except for those watches containing
any material that is the product of any column 2 rate country and certain
textile watchbands. ‘

Watches entering the United States from the U.S. insular possessions
are not subject to the same regulations as watches imported from most-
favored-nation countries. Under the regulations detailed in General
Headnote 3(a) of the HTSUS (app. E) and in the headnote to chapter 91 of
the HTSUS, a certain number of watches assembled in the U.S. insular
possessions may enter the United States free of duty.
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CHAPTER 3. THE U.S. MARKET FOR WATCHES

This chapter examines the operations of firms with watch assembly =
facilities in the United States. Nine firms provided data in response to
the Commission's producer questionnaire. Five of the respondents are
primarily watch assemblers; * * * “

Two respondents are importers that also assemble watches
in the United States. The remaining respondent is primarily a manufacturer
of watchbands. Commission staff estimate that the responding firms
accounted for about 85 percent of the 1988 assembly of watches in the
United States. The nine firms are located in New York, New Jersey,
Pennsylvania, Connecticut, Arkansas, Illinois, California, Rhode Island,
and Puerto Rico. 1/

In addition, five other major U.S. importers of watches responded to
the Commission's importer questionnaire. .With the exception of the U.S.
import data reported in table 3-2 (Apparent U.S. consumption), the
information concerning U.S. imports and exports of watches reported in this
chapter is limited to data provided by the questionnaire respondents.
Chapter 7 provides an analysis of trends in total U.S. imports and exports
of watches. The discussion in chapter 7 is based on off1c1al U.S. trade
data reported by the U.S. Department of Commerce.

Marketing Practices

‘Because consumers now consider watches to be fashion accessories as
well as timepieces, watch assemblers and importers focus increasingly on
marketing programs to reinforce and expand their respective shares of the
market. Some companies concentrate on developing brand-name awareness
(e.g., Timex, Bulova, and Seiko); others rely on designer names (Anne
Klein, Bill Blass, etc.). Typically, a watch assembler will produce a
number of different styles: of watches that differ slightly in appearance
but are essentially the same watch. The retail prices for these watches
may vary greatly, depending on the packaging of the watches and the
selection of distribution channels.

Channels of Distribution

Both U.S.-assembled and imported watches are sold through the same
channels of distribution. The majority are sold to distributors, mass
merchandisers (e.g., K-Mart), department stores, catalogue houses, and
jewelers. Distributors that purchase watches from U.S. assemblers and
importers resell them to retail stores. Retail prices for the majority of
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watches sold in jewelry stores tend to be in the mid- to high-level range. 1/
Some U.S. assemblers, * * * , sell watches to
corporations; these watches are specifically designed with the company logo
or other specific engravings and are generally sold on a special order

basis.

Questionnaire responses indicate that the percentage sold by each
watch company to each of the different channels of distribution varies from
company to company. Table 3-1 presents the estimated percent of sales in
1988 made to each type of customer as reported by U.S. assemblers and
importers.

Apparent U.S. Consumption

Estimated apparent U.S. consumption of mechanical watches increased
from ***

during the 1986-88 period. During the same period, apparent U.S.
consumption of quartz analog watches increased by 64 percent, from
85.7 million units in 1986 to 140.4 million units in 1988. Consumption of
digital watches * * * '
* % %

over the preceding year and an
overall ¥#¥* for the 1986-88 period. The market share of
quartz analog watches is increasing at the expense of mechanical watches,
(because of greater accuracy) and digital watches, because of consumer
preference for analog (hands) versus digital (optoelectronic display)
(table 3-2).

U.S. Capacity, Assembly and Capacity Utilization

Capacity

Data were provided on U.S. capacity to assemble both mechanical and
quartz watches. U.S. capacity available for the assembly of mechanical
watches * * * during 1986-88. U.S. capacity
available for the assembly of quartz watches increased by 2 percent, from
4,2 million units in 1986 to 4.3 million units in 1987. <Capacity continued
to increase in 1988, rising 9 percent from capacity in 1987 to 4.7 million
units (table 3-3). The increase in capacity reflects U.S. assemblers'
responses to the shift in consumer demand from mechanical and digital to
quartz analog watches. In addition, in 1988 * * *

.

1/ For example, Citizen Watch Co. reported that *** percent of its 1988
sales were made to jewelers. The majority of the watches sold by Citizen
retail for between **%
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Table 3-1
Watches: U.S. assemblers and importers customer distribution

(In percent)

Mass Depart-
Distri- merchan- ment Catalogue
Company butors disers stores houses Jewelers Other 1/

U.S. assemblers:

U.S. importers:

1/ Includes drug stores, direct mail, military, corporations, wholesale clubs,
and other retail outlets.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 3-2 v
Watches: Apparent U.S. consumption, 1986-88

Item 1986 1987 1988

Quantity (units)

Mechanical watches:
U.S. shipments of the

product by U.S. firms... %% Kk Stk
U.S. imports 1/...... ceea. FEE Sk -
Apparent consumption...... k% Kk k%

Quartz analog or dual
display watches:
U.S. shipments of the

product by U.S. firms... 1,808,536 2,201,169 2,427,777
U.S. imports 1/........... 83,891,200 104,783,800 137,978,300
Apparent consumption...... 85,699,736 106,984,969 140,406,077

Digital watches:
U.S. shipments of the

product by U.S. firms... **% ks kKK
U.S. dimports 1/...vevvvunn Lk Kk Kk
Apparent consumption...... i rEE KKk
Total apparent consumption.. falakal fakak
Value (1,000 dollars)
Mechanical watches:
U.S. shipments of the
product by U.S. firms... *° Kk K%k
U.S. dimports 1/........... Fokox *kk , dkk
Apparent consumption...... *%¥% ' KEE KKk
Quartz analog or dual
display watches:
U.S. shipments of the
product by U.S. firms... 57,715 69,185 74,499
U.S. imports 1/....... e 862,912 961,471 1,156,063
Apparent consumption..... . 920,627 1,030,656 1,230,562
Digital watches:
U.S. shipments of the
product by U.S. firms... *%%* Kk Kk
U.S. dimports 1/........... wE *kx *kk
Apparent consumption...... *%% xwEK *h%
Total apparent consumption.. **% Kk KAk

1/ Estimated by the staff of the U.S. International Trade Commission based on
data submitted in response to questionnaires and official statistics of the
U.S. Department of Commerce.

Source: Compiled from data submitted by 14 firms in response to questionnaires
of the U.S. International Trade Commission, except as noted.
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Table 3-3
Watches: U.S. assemblers capacity, assembly, and capacity utilization, 1986-88

Item = 1986 . 1987 1988

End-of-period capacity:
Mechanical watches

(units)... #%% Kk Kk
Quartz analog or dual b
display watches (units)... 4,213,224 4,301,533 4,685,677
Digital watches (units)..... fakala KEK fakala
Total.......c... e e KR *h%
Assembly:
Mechanical watches
(units)... #%x Sk Skk
Quartz analog or dual
display watches (units)... 1,938,702 2,290,267 2,671,440
Digital watches (units)..... kol k] fakoll
Total...vveninnn. e Hk ik k%

Capacity utilization: 1/
Mechanical watches
(percent)... *** KA ki
Quartz analog or dual
display watches

{(percent)... 46.0 53.2 57.0
Digital watches (percent). okl Kk wk%
Average.......oivvn. Ceeal EE Kok ok *e%

1/ Computed from data of 9 firms providing both capacity and production
information.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

U.S. assembly

1. o
<

The assembly of mechanical watches in the United States * *

Assembly of quartz watches in the United States
increased annually during the 1986-88 period. In 1987 assembly of quartz
watches increased by 18 percent, from 1.9 million units in 1986 to
2.3 million units. In 1988, U.S. assembly of quartz watches totaled
2.7 million units, representing an increase of 17 percent over 1987.
Assembly of digital watches in the United States was * * *

Digital watches assembled in the United States

*oE oK units
in 1987 and 1988. Overall, the U.S. assembly of watches increased
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*%% percent, from *** units in 1986 to *** units in
1988 (tables 3-4 and 3-5). 1/
Table 3-4
Watches: U.S. assembly, by firms, 1986-88
(In units)
Item 1986 1987 1988
* * * * *

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

l/***

See app. H for a

discussion of the production of watch parts in the United States.
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Table 3-5
Watches: U.S. assembly, by types, 1986-88
(In_units)
tem 1986 ‘ 1987 1988
* % * %
Source: Compiled from data submitted by 9 firms in response to questionnaires

of the U.

S. International Trade Ccmmission.
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Capacity utilization

Capacity utilization for mechanical watches * * *
in 1988, yielding a * * * - percent.
Capacity utilization for the assembly of quartz watches increased
throughout the period rising from 46 percent in 1986 to 57 percent in
1988, and resulting in an increase of 19 percent Capacity data for
digital watches were not reported.

Domestic Shipments

U.S. producers' domestic shipments of digital watches assembled in the

United States * * *

in 1988. As stated
earlier, the volume of digital watches produced in the United States was
* % * during 1986-88. Domestic shipments of quartz watches assembled in
the United States increased by 22 percent, from 1.8 million units in 1986
to 2.2 million units in 1987 and increased an additional 10 percent, to
2.4 million units, in 1988. Shipments of mechanical watches * * *

in 1988. On the basis of quantity, quartz watches
accounted for #%* percent of total domestic shipments of watches assembled
in the United States in 1988.

The value of U.S. producers' domestic shipments of digital watches

* X* %
in 1988, The value of producers'

domestic shipments of quartz watches increased annually during 1986-88.
Such shipments rose by 20 percent, from $57.7 million in 1986 to
$69.2 million in 1987 and by an additional 8 percent, to $74.5 million, in
1988. The value of U.S. producers' domestic shipments of mechanical
watches * * *

U.S. Exports

U.S. exports of quartz watches * * % ‘ from *%%* units

in 1986 to *** units in 1988, resulting in * * * h%
Exports of mechanical watches * * * by ##%* percent durlng the

period, from *** units in 1986 and 1987 to *** units in 1988 (table
3-6). 1/

The value of U.S. exports of quartz watches * * * by *** percent,
from *** in 1986 to *** _ in 1987. The value of exports of
l/*‘kk
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Watches: U.S. assemblers shipments, 1986-88 -

Item . 1986 1987 1988
Quantity (units)
Mechanical watches:
Domestic shipments......... kK wEE
Export shipments........... fakakal *kk
Total shipments.......... wkE Kk Kxx
Quartz analog or dual
display watches: ‘
Domestic shipments......... 1,808,536 2,201,169 2,427,777
Export shipments........... ookl okl fakadil
Total shipments......... . FEE kel Fkk
Digital watches:
Domestic shipments 1/...... fakadal okl kel
Total, all types of watches:
Domestic shipments......... i *kk *kk
Export shipments........... kot k) k&,
Total shipments.......... kool akadel kel
_Value (1,000 dollars)
Mechanical watches:
Domestic shipments......... **%% Fkk *kk
Export shipments........... okl Kk oAkl
Total shipments.......... aak ik Kk
Quartz analog or dual
display watches:
Domestic shipments......... - 69,185 74,499
Export shipments........... ek ko
Total shipments.......... A% *kk
Digital watches: ‘ '
Domestic shipments 1/...... kR wx KAk
Total, all types of watches:
Domestic shipments......... wx wEE *H %k
Export shipments........... ookl fakaka falak
Total shipments........ oL R *hk *E*

See footnotes at end of table.
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Table 3-6--Continued
Watches: U.S. assemblers shipments, 1986-88

Item 1986 1987 1988

Unit value (per unit) 2/

Mechanical watches:

Domestic shipments......... ek otk Kk k
Export shipments...,....... ¥¥%% d hkk -
Total shipments.......... *%% Kk *h%

Quartz analog or dual
display watches:

Domestic shipments......... 31.91 31.43 30.69
Export shipments........... ¥*% ool fakal
Total shipments.......... *%% kel ko
Digital watches:
Domestic shipments 1/...... *¥%%* *kk el

Total, all types of watches:

Domestic shipments......... xR K%

Export shipments........... ookl ik

Total shipments.......... *%% ek o kR
1/*** .

2/ Computed from data supplied by firms reporting both quantity and value data.

Source: Compiled from data submitted by 9 firms in response to questionnaires
of the U.S. International Trade Commission.

quartz watches * * * in 1988, * * * to *¥%
from the value of 1987 export shipments. The value of U.S.
exports of mechanical watches * * * by **%* percent, from *%%*

in 1988. Principal export markets for U,S.
watches in recent years were Canada, Netherlands Antilles, and Mexico.
U.S. exports consist primarily of specialty watches competing in niche
markets., * * % . In
general, U.S. watches are not competitive on a price basis in the high
volume markets worldwide.

U.S. Assemblers' Inventories

Yearend inventories of quartz watches assembled in the United States

rose by 22 percent, from 596,000 units in 1986 to 729,000 units in 1988.
Inventories as a share of U.S. shipments of quartz watches dropped from
33 percent in 1986 to 27 percent in 1987, then rose to 30 percent in 1988.
Inventories of mechanical watches held by U.S. assemblers * * *

in 1988. As a share
of U.S. shipments of mechanical watches, inventories * * *

in 1988 (table 3-7).
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Table 3-7
Watches: End-of-period inventories 1/ held by U.S. assemblers, 1986-88

Item 1986 1987 1988

End-of-period inventories (units)

Mechanical watches........... wRw *kk kKK
Quartz analog or dual : 7
display watches............ 596,152 598,250 729,163

Share of U.S. shipments (percent) 2/

Mechanical watches........... s FAK Kkx
Quartz analog or dual
display watches............ 33.0 27.2 30.0

Share of total shipments (percent) 2/

Mechanical watches........... Ak KK Kkk
Quartz analog or dual
display watches............ 32.6 26.9 29.6

1/ There were no inventories of digital watches reported in questionnaire
responses.

2/ Ratios are based on data supplied by firms that reported both inventory and
shipments information.

Source: Compiled from data submitted by *** firms in response to
questionnaires of the U.S. International Trade Commission.
U.S. Employment, Wages, and Productivity
The number of production workers assembling all types of watches at

the reporting establishments increased by 4 percent, from 866 in 1986 to
902 in 1987, then declined slightly (by 1 percent) to 897 in 1988. The

number assembling mechanical watches, *** and the number
assembling digital watches, **%
* k% the workers were employed in the assembly of quartz

watches. Hours worked by those workers followed the same trend as
employment, increasing by 6 percent in 1987 and then declining (by less
than 4 percent) in 1988 (table 3-8).

Average hourly wages paid to workers assembling mechanical watches
x % % in
1988. Average hourly wages paid to workers assembling quartz watches
declined by 1 percent, from $6.95 in 1986 to $6.88 in 1987, then rose by
5 percent, to $7.22 in 1988. Average hourly wages paid to workers
assembling digital watches * * *
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Table 3-8

Total U.S. establishment employment and average number of production and
related workers assembling watches and watch parts, hours worked, 1/ wages and
total compensation 2/ paid to such employees, and labor productivity, hourly
compensation, and unit labor production costs, 1986-88 3/

Item . 1986 1987 1988

Number of workers

Total establishment number of

employment 4/..... Cheeeenn 3,272 2,990 2,945
Production and related
workers:
All products of establish- ‘

MENES .t eeesesaneisonsansns 866 904 897
Mechanical watches......... XK ek Lt
Quartz analog or dual

display watches.......... 502 544 550
Digital watches............ okad ' * %k *Ak

Hours worked (thousands)

Production and related

workers:

All products of establish-

MENES .. eeeeereersonnoenas 1,785 1,893 1,823
Mechanical watches......... ok kK ko
Quartz analog or dual

display watches.......... 1,104 1,201 : 1,194
Digital watches............ fakadl kEk . ko k

Wages paid (thousands of dollars)

Production and related

workers:

All products of establish- :

MENES .t vt eeeeeeeoceeasans 13,167 14,101 14,333
Mechanical watches......... Kk L Kk %
Quartz analog or dual

display watches.......... 7,671 8,266 8,615
Digital watches......cv.u.. ook kel fakadad

See footnotes at end of table.
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Table 3-8--Continued

Total U.S. establishment employment and average number of production and
related workers assembling watches and watch parts, hours worked, 1/ wages and
total compensation 2/ paid to such employees, and labor productivity, hourly
compensation, and unit labor production costs; 1986-88 3/

Item 1986 : 1987 1988

Total compensation paid (1,000 dollars)

Production and related

workers:
All products of establish- :

ments......... e 18,252 - 19,343 19,691
Mechanical watches......... i xx% KKK
Quartz analog or dual :

display watches.......... 9,997 10,609 11,234
Digital watches..... e kel ok okl

Hourly wages paid

Production and related
workers:
All products of establish-

MENES . ottt vttt eneenennns $§7.38 §7.45 $7.86
Mechanical watches...... e e, REE wAE Kk
Quartz analog or dual

display watches.......... 6.95 - 6.88 7.22
Digital watches......... Vel KRR fakalal : akakal

‘Hourly total compensation paid

Production and related

workers:
All products of establish- ’ A ;

MENETS. v eeeronneonns SN $10.23 $10.22 . §10.80
Mechanical watches......... KHH T HHK EE
Quartz analog or dual B

display watches.......... 9.06 : 8.83 9.41
Digital watches............ K xH% ’ Kxk

See footnotes at end of table. .
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Table 3-8--Continued

Total U.S. establishment employment and average number of production and
related workers assembling watches and watch parts, hours worked, 1/ wages and
total compensation 2/ paid to such employees, and labor productivity, hourly
compensation, and unit labor production costs, 1986-88 3/

Item 1986 1987 _ 1988

Productivity (units per 1,000 hours)

Mechanical watches........... **¥ bk ‘ kel
Quartz analog cr dual

display watches............ 1,756 1,907 2,237
Digital watches......... Bkl fakak alald

Mechanical watches..... Ce e, WEE xx% k%
Quartz analog or dual '

display watches......... v 5.16 4.63 4.21
Digital watches....vvvvvvunn. Foddk KAk wik

1/ Includes hours worked plus hours of paid leave time.

2/ Includes wages and contributions to Social Security and other employee
benefits.

3/ Firms providing employment data accounted for 100 percent of reported total
shipments in 1988.

4/ On the basis of total compensation paid.

Source: Compiled from data submitted by 9 firms in response to questionnaires
of the U.S. International Trade Commission.,

in 1988, or by *** percent. Average hourly total compensation
received by production workers for the assembly of quartz watches
(including wages, contributions to social security, and other employee
benefits) declined by 3 percent, from $9.06 in 1986 to $8.83 in 1987, then
rose by 7 percent, to $9.41 in 1988. Total hourly compensation paid to
workers assembling mechanical watches * * *

in 1988. Total compensation paid to workers for

the assembly of digital watches * * *

. The U.S. industry's productivity for
mechanical, quartz, and digital watches * * =% somewhat over the three-
year period. The number of mechanical watches produced per 1,000 hours
wowow . Quartz watch assemblers realized
in productivity with a 27 percent increase to 2,237 units per

.

1,000 hours. The production of digital watches * * *

oo

Employees
at four of the reporting firms were represented by unions.
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U.S. Imports of Watches

Data in response to the Commission questionnaires accounted for
**% percent of total U.S. imports of watches (in terms of value) in 1988,
In terms of units, the Commission questionnaire responses accounted for
*** percent of total U.S. imports of watches in 1988. This lower
percentage is the result of the large number of low-value watches entering
the United States for use as give-aways and other promotional purposes.
The following information was provided by the questionnaire respondents. 1/

U.S. imports of mechanical watches by the responding firms * * *

in 1988. In 1988,
mechanical watches * * % '
of total imports of mechanical watches; those
plated with ***
and mechanical watches * * % (tables

3-9 and 3-10).

U.S. imports of quartz watches increased annually during 1986-88.
Imports increased by 18 percent, from 26.1 million units in 1986 to
30.8 million units in 1987. Imports in 1988 increased to 33.2 million
units, representing an increase of 8 percent over imports in 1987. Watches
with plastic cases accounted for *** percent of the quantity of imported
quartz watches in 1988 those plated with over 1 to 3 microns of prec1ous
metal accounted for *** percent; those with 1 micron or less of pre01ous
metal accounted for *** percent; and those of metal other than precious
accounted for *** percent.

9

U.S. imports of digital watches * * *

units in 1988. Watches with plastic cases

accounted for *** percent of the total imports of digital watches imported
by the responding firms in 1988, and digital watches of metal other than
precious metal accounted for *** percent.

The value of U.S. imports of mechanical watches * * *

in 1988. The value of U.S.
imports of quartz analog watches increased annually during 1986-88. The
value of imports increased by 18 percent, rising from $490.1 million in
1986 to $577.4 million in 1987. In 1988, the value of imports of quartz
watches increased to $601 million, representing an increase of 4 percent
over the value of imports in 1987. The value of imports of digital watches
% % %

in 1988.

1/ Questionnaire data are used in lieu of official import statistics for
this section because official data are not available in the appropriate
product detail.
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Table 3-9
Watches: U.S. imports for consumption, by types, 1986-88

Item 1986 1987 1988

Quantity (units)

Mechanical...veeveenereoneooea, #¥% Kk kK

Quartz analog .......cov0v.... 26,089,239 30,801,956 33,224,770

Digital..vevueennnnnnnennannns X*X Kk % kkk -
Total.eeeeeeneeeneoaneeass XE* il Kk

Value (1,000 dollars)

Mechanical....eveiveeeoeenneess X¥¥ *Hok *k*

Quartz analog ....ceieennnnnnn 490,057 577,408 601,028

Digital.veeeineonneennonnnaess X% okl bkl
Total.eeeeeneeeoeeoonessss FE% . kil falal

Unit value (per unit) 1/

Mechanical........ B k% k%

Quartz analog ......eeeeenn . 18.78 18.75 18.09

Digital.coo'o.o.-c.oooco..oo-. KRX . k%% * k%
Average...... i e .. WRE Kk % oy

1/ Computed from data supplied by firms reporting both quantity and value
information.

Source: Compiled from data submitted by 14 firms in response to questionnaires
of the U.S. International Trade Commission.
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Table 3-10
Watches: U.S. imports for consumption, by types and subtypes, 1986-88

Item 1986 1987 1988

Quantity (units)

Mechanical watches:

With plastic cases..... Ceea.  FEE b wEE
Wholly of, or clad with,
precious metal and with
a back made of steel or
other materials........... KEk *kE k%
Plated with no less than
16 kt gold or other
precious metal:
From over 1 to 3 microns.. **%% Fhk Fkk
1 micron or less.......... ¥¥%% HR%K *k%
Other metal....... e . kel e k%
Total. .. eeiiennnenens kY KEK K%

Quartz analog or dual
display watches:
With plastic cases.......... kel Kk
Wholly of, or clad with,
precious metal:
With back made wholly of,
or clad with, precious
metal...oviieiiininnnnn. FH% *hk Kk

*

*
*

With back made of steel
or other materials..... . FEX KK
Plated with no less than
16 kt gold or other
precious metal:

3
*

Over 7 MiCrONS....'veneennn ok K%k
From over 3 to 7 microms.. Fokk *kx
From over 1 to 3 microns.. XkKk kkk
1 micron or less.......... Kk Kk
Other metal.....veoveerunennn faladal ¥k Kkk
Total. .o ieenenens ... 26,089,239 30,801,956 33,224,770

See footnote at end of table.
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Table 3-10--Continued

3-18

Watches: U.S. imports for consumption, by types and subtypes, 1986-88

Digital watches:
With plastic cases.........
Wholly of, or clad with,
precious metal and with
a back made of steel or
other materials..........
Plated with no less than
16 kt gold or other
precious metal:
From over 3 to 7 microns.
From over 1 to 3 microns.
1 micron or less.........
Other metal..... oo
Total. .t ieeieeneiennns

Mechanical watches:
With plastic cases.........
Wholly of, or clad with,
precious metal and with
a back made of steel or
other materials..........
Plated with no less than
16 kt gold or other
precious metal:

From over 1 to 3 microns.

1 micron or less.........

Other metal....oovevvunenn.

Total. .. eeinnnnns

Quartz analog or dual
display watches:
With plastic cases.........
Wholly of, or clad with,
precious metal:

With back made wholly of,
or clad with, precious
metal..veeeeeeenronnnns

With back made of steel
or other materials.....

See footnotes at end of table.

Quantity (unitg)--Continued

PR R PO e oo e
Tk %% k%
Nk *hek dekw
e Wbt PURURLY PURY
%ok kX% k%
o oto oL R e ols oo
k% %k kK
dkk ddkk Khk
PUSN,
fedk TR Kk
PRURNY PRV PUR RS
wekk whN RN
Value (1,000 dollars)
R g e o Wt PLARL R
fodok %%k %k

JORORON
WRW

JOROROY JORORO le oo ok
WRK WHR W R
Vo sle ot oot PORURON
WHRE WHRRN WAK
PO e e st e ot
dkk TNt Kxx
PORUSOS JORORON PORONK.
Tk LR kX
o st s et e Yo slo o
WHRNW WHH LRARS
PORROY et st PORORS
k% k% kk
e ate e R R
WHRH WRE WAR
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Table 3-10--Continued
Watches: U.S. imports for consumption, by types and subtypes, 1986-88

Value (1,000 dollars)-—-Continued

Quartz analog or dual
display watches—-Con.
Plated with no less than
16 kt gold or other
precious metal:

Over 7 MiCTONS..eeweeaesos FH* *k ok *kok
From over 3 to 7 microns.. ¥%¥% ok %k *okok
From over 1 to 3 microns.. #**% Tk kK
1 micron or less.......... %% k% kK
Other metal.....vvenereeene, XN¥% Al Fdek
Total. e iieeeeneeonennens 490,057 577,408 601,028
Digital watches:
With plastic cases.......... ¥%% Kk k%
Wholly of, or clad with,
precious metal and with
a back made of steel or
other materials........... ¥%% ke Wk

Plated with no less than
16 kt gold or other
precious metal:

From over 3 to 7 microns.. *%% wkk Kkk
From over 1 to 3 microns.. kK e
1 micreon or less.......... %% Kk Kk %
Other metal........... ..., F%% ok k Sk

s
3%
3
s
P2
.
3
%

Total.. e nnnens X%

Unit value (per unit) 1/

Mechanical watches:
With plastic caseS.......... ¥¥% Kk k%
Wholly of, or clad with,
precious metal and with
a back made of steel or
other materials........... ¥%% % ko
Plated with no less than
16 kt gold or other
precious metal:

3%

From over 1 to 3 microns.. *%% wdok wkk
1 micron or less.......... %% wokk *kk
Other metal........c.ovve... F¥%% il *kk
AVeTage. vt ne., FEX kk Kk%

See footnote at end of table.
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Table 3-10--Continued
Watches: U.S. imports for consumption, by types and subtypes, 1986-88

Unit value (per unit) 1/--Continued

Quartz analog or dual
display watches:
With plastic cases.......... %% ko ok
Wholly of, or clad with,
precious metal:
With back made wholly of,
or clad with, precious

metal....oeeeennn Ceee e wHE Kk dekk
With back made of steel
or other materials...... wHE _ skk k%

Plated with no less than
16 kt gold or other
precious metal:

Over 7 MiCrONS...eeeveeess wAK Hhk fkk
From over 3 to 7 microns.. ¥%% *kk Kk
From over 1 to 3 microns.. *%% Ak kkk
1 micron or less....vev.en.n Kk dokk %k
Other metal......... e kel Kk K%k
Average.....coviiiiieennn 18.78 18.75 18.09
Digital watches:
With plastic cases.......... Rk Tk *k %k

Wholly of, or clad with,
precious metal and with
a back made of steel or
other materials........... R kK *kk
Digital watches:
Plated with no less than
16 kt gold or other
precious metal:

From over 3 to 7 microns.. akk k%%
From over 1 to 3 microns.. Kkk Kk
1 micron or less..... e * Fkk fkk
Other metal....vevivevennnns * ekl kK
Average.....iiiiiiiiiiennn ok Kk Kk

1/ Computed from data supplied by firms reporting both quantity and value data.
Source: Compiled from data submitted by 14 firms in response to questionnaires
of the U.S. International Trade Commission.
U.S. Importers' Inventories of Watches
Yearend inventories of mechanical watches held by U.S. importing firms

that do not assemble watches * * *
in 1988. As a share of imports of
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mechanical watches, yearend inventories * * *
in 1988 (table 3-11). Yearend inventories of imported

quartz watches * * * annually during 1986-88. Such inventories * * *
units in 1987. Inventories of quartz watches * * * in
1988, * * * units and representing an * * *

the inventory level in 1987. As a share of imports of

quartz watches, yearend inventories * * *
in 1988. Yearend inventories held by importers of
digital watches * * *
These inventories then * * *
units in 1988. As a share
of imports of digital watches, yearend inventories * * *
in 1988.

Table 3-11
Watches: End-of-period inventories of imported watches held by U.S. importing
firms that do not also assemble, 1986-88

Item 1986 1987 1988

End-of-period inventories (units)

Mechanical watches............ Yede ek %k * %k

Quartz analog or dual
display watches............

- Digital watches..........oov.. FF% k% % k%

xxk k*h%k

Share of imports (percent) 1/

Mechanical watches......c.ov... %% ik kKR
Quartz analog or dual

display watches............. wAK Kkk -
Digital watches............... *kk Tk .

1/ Ratios are based on data supplied by *** firms that reported both inventory
and imports information.
2/ Not applicable.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Effects of Imports on the U.S. Industry

U.S. assemblers * * * of the
market between 1986 and 1988. 1In all three years the import to apparent
consumption ratio for all types of watches was *** percent. The import to
consumption ratio of quartz analog watches * * * during this
period *** percent. The substantial share of the U.S. market accounted
for by imports makes it difficult for U.S. assemblers to remain competitive ;
in many segments of the market in which volume sales allow foreign

suppliers to achieve economies of scale.
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CHAPTER 4. THE U.S. MARKET FOR WATCH BANDS, STRAPS, AND BRACELETS

Operations by Firms Producing Watch Bands, Straps, and Bracelets
in the United States
Two firms, * * * provided data with respect to their
operations producing * * * ‘ two firms,
* okox provided data for * * *
and three firms, * * *
provided data for those products * * *

. The
firms are located in Rhode Island, New York, New Jersey, and Florida. They
tend to import items such as * * * that are

produced more competitively in the Far East (e.g., Hong Kong). In

addition, these firms often * * *
by the respective firms.

Channels of Distribution

Watch bands, straps, and bracelets are generally sold in two markets:
replacement and original equipment. In the replacement market, watch band,
strap, and bracelet manufacturers sell their products to jewelry stores,
department stores, mass merchandisers, and drug and variety stores. The
products sold in the replacement market are sold mainly to replace bands,
straps, and bracelets that are worn out or broken. The replacement market
has been an important market for * * *

e P
® N W

.

In the original equipment market, U.S. watch bands, straps, and
bracelets are sold to watch assemblers, these bands, straps, and bracelets

Lo o

are attached to watches and sold along with the watch. * * %

1/ Some of the
watch bands, straps, and bracelets sold in the original equipment market
are for attaching to watches produced overseas. In these cases, the watch

head is generally imported and the band is attached in the United States.
* % %

1/ Posthearing brief of * * *
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. 1/ Two other watch band,

strap, and bracelet manufacturers, * * *

reported that approximately *** percent of their

sales in 1988 were made to watch assemblers.

U.S. Capacity, Production and Capacity Utilization

Capacity

U.S. capacity to produce bands and bracelets of metal * * *
units annually during 1986-88. U.S. capacity
to produce bands, straps, and bracelets of materials of other than metal
% % %

in 1988 (table 4-1). The * * *

Production

U.S. production of bands, and bracelets of metal * * *
from 1986 to 1988. Production * * *

Production of bands,
straps, and bracelets of materials other than metal * * *

in 1988. U.S. production of watch bands, straps, and bracelets by
firms is presented in table 4-2 and U.S. production by types is presented
in table 4-3.

A number of factors contributed to the * * * in U.S.
production of watch attachments during 1986-88 and * * *

YN X
.

* kX
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Table 4-1
Watch bands, straps, and bracelets: U.S. end-of-period capacity, production,
and capacity utilization, 1986-88

Item 1986 1987 1988

Quantity (units)

End-of-period capacity:

Metal...... et et wHK ok *kk
Other materials..... e, KEX il *kk
Total........... S A dokok Kk k
Production:
Metal..oeveeeeiveenenonnnns Kk xkk
Other materials............ kK k%
Total...... SN ve. FEX Kk : Kk
Capacity utilization (percent) 1/
Metal.....ooovenn. e kK kK
Other materials.............. wdek Tk k
Average....iiiiiiieianan wH% wkx _ Kkk

1/ Computed from data of *** firms providing data on both capacity and
production.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
Table 4-2

Watch bands, straps, and bracelets: U.S. production, by firms, 1986-88

(In units)

Item 1986 1987 1988

3
3%
%
e
3

Source: Compiled from data submitted by *** firms in response to
questionnaires of the U.S. International Trade Commission. 4-3



Table 4-3
Watch bands, straps, and bracelets:

4=4

U.S. production, by types, 1986-88

(In units)

Item 1986 1987 1988
Metal expansion:
% % * * * *
Subtotal..vieueiennnneee,, *FX Kr% Fhk
Metal nonexpansion:
* * x * * *
Subtotal.....eeeee.n cows KRR el kK
Other materials......cceeveeeee folalad kel kil
Total, all types of
bands, straps, and
bracelets.....ccovvuunnn K Kx* k%
Source: Compiled from data submitted by *** firms in response to
questionnaires of the U.S. International Trade Commission.
Capacity utilization
Capacity utilization for bands and bracelets of metal * * *
in 1988, * * * percent. Capacity

utilization for bands and straps of other materials * * *

in 1988. * * *

Domestic Shipments

Domestic shipments of metal expansion watch bands and bracelets

produced in the United States * * %

in 1988, a * * *
4-4),
bands and bracelets * * *

in 1987 (table

Domestic shipments of domestically produced metal nonexpansion watch



Table 4-4
Watch bands, straps, and bracelets: U.S. producers' shipments, by types,
1986-88

Item 1986 1987 1988

Quantity (units)

Metal expansion:

Domestic shipments.......... *%% wEX *kx
kK Kk kK

Export shipments............ *%%

Total shipments........... **%% e HEX
Metal nonexpansion:
Domestic shipments.......... *%% L kR
Export shipments............ %% KEE faladl
Total shipments........... #%% wh% KEK
Other materials:
Domestic shipments.......... **% kel wkk
Export shipments............ **% kel ook
Total shipments........... *%* KE*X *kk
Total, all types of watch
bands, straps, and
bracelets:
Domestic shipments.......... **% KA *EK
Export shipments............ **% fakakal fakakad
Total shipments........... *¥*% fakakal fakakal
Value (1,000 dollars)
Metal expansion:
Domestic shipments.......... **% xRk Ak
Export shipments............ **% fakady fakak
Total shipments........... **% K KEK
Metal nonexpansion:
Domestic shipments.......... ¥%¥% KRk *kk
Export shipments............ *** okl kel
Total shipments........... ¥*%% ik wkk
Other materials:
Domestic shipments.......... wkk kK
Export shipments............ **% falalad kel
Total shipments........... **% Fkk *Ex

See footnotes at end of table.
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Table 4-4--Continued

Watch bands, straps, and bracelets: U.S. producers' shipments, by types,

1986-88

Item 1986

1987

1988

Value (1,000 dollars)--Continued

Total, all types of watch
bands, straps, and
bracelets:

Domestic shipments............ %%% B wRK
Export shipments.............. **% ki AE
Total shipments............. ¥*%%* kil fakall
Unit value (per unit) 1/
Metal expansion:
Domestic shipments............. *%% alak kK
Export shipments............... *#%% kol fakil
Average shipments............ ¥¥% ks KEK
Metal nonexpansion:
Domestic shipments............. wxE wAK Kkx
Export shipments............... ¥%% K% ekl
Average shipments............ **%% Kk wkk
Other materials:
Domestic shipments...... * wEk
Export shipments........ okl kil
Average shipments..... ok A
Total, all types of watch
bands, straps, and
bracelets:
Domestic shipments............ wEK i KA
Export shipments.............. **% fakilad akabal
Average shipments......... %%¥ ok Fk
1/ Computed from data supplied by *** firms reporting both quantity and value

information.

Source: Compiled from data submitted
U.S. International Trade Commission.

in 1988. Domestic shipments of watch bands and straps of
during 1986-88 as demand for
Such shipments

0 0

material other than metal * * *
"fashion" and casual watches * * * |

in 1988.

S Lo
X W W

in response to questionnaires of the
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The value of U.S. shipments of domestically produced metal expansion
bands and bracelets * * * during 1986-88,
in 1988. The value
of U.S. shipments of metal nonexpansion bands and bracelets also * * *

in 1988. The value of domestic shipments of bands and straps
of materials other than metal * * *
in 1988.

U.S. Exports
U.S. exports of metal expansion bands and bracelets * * *

in 1988 (table 4-4). There were
* ok . Exports of
those products totaled #***
in 1988. Exports of bands and straps of material other than
metal % %
in 1988.

The value of U.S. exports of metal expansion bands and bracelets

in 1988. As previously stated,
there were * * %
The value of exports of those products * * *
in 1988. The value of exports of watch bands and
straps of material other than metal * % *

U.S. Producers' Inventories

Yearend inventories of domestically produced metal expansion bands
held by U.S. gproducers * * *

in 1988. As a share of U.S. shipments,
inventories of metal expansion bands * * *
in 1988 (table 4-5).
Yearend inventories of nonexpansion metal bands and bracelets * * *

. As
a share of U.S. shipments, inventories of nonexpansion metal bands and
bracelets * * *

in 1988. Yearend inventories of bands of materials other than metal
*ok o from 1986 to 1988. Inventories * * %

in 1988. As a share of U.S. shipments of bands and

straps of material other than metal, yearend inventories * * *
in 1988.
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Table 4-5
Watch bands, straps, and bracelets: End-of-period inventories held by U.S.
producers, 1986-88

Item 1986 1987 1988

End-of-period inventories (units)

Metal expansion........... v.. KERE Kook AN
Metal nonexpansion........... %% k% KKk
Other materials........cevv.. kil Kk Kkk

Share of U.S. shipments (percent) 1/

Metal expansion.............. ***% *kk Kok
Metal nonexpansion........... %% kkk k%kk
Other materials......c.ceevue.. X*% k% kkk

Share of total shipments (percent) 1/

Metal expansion..... e R s -
Metal nonexpansion....... eee. FEE Kk Kk k
Other materials.............. *%% k% Kk

1/ Ratios are based on data supplied by *** firms that reported both inventory
and shipments information.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

U.S. Employment, Wages, and Productivity

The number of production and related workers producing bands, straps,

and bracelets at the reporting establishments * * *
in 1988
(table 4-6). Hours worked by production workers * * *
in
1988, Average hourly wages received by production workers * * *
in 1988. Average hourly total

compensation, including wages, contributions to social security, and other
employee benefits, also * * *
in 1988. Productivity for production and related workers * * *

percent). Workers at five of the seven firms are represented by unions.
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Table 4-6

Total establishment employment and average number of production and related
workers producing watch bands, straps, and bracelets, hours worked, 1/
wages and total compensation 2/ paid to such employees, and labor
productivity, hourly compensation,, and unit labor production costs,

1986-88 3/

Item 1986 1987 1988

Total establishment employ-

117=3 ) PO P ks KEK Kxk
Production and related

workers (PRW's) producing

watch bands, straps, and

bracelets......covvuevvennn. wH% *xK Kk
Hours worked by PRW's

(1,000 hours) e vveeeneennnenn. wkE KEK kEk
Wages paid to PRW's

(1,000 dollars)...oevvuunnn. e ok e
Total compensation paid to

PRW's (1,000 dollars)....... oo Fk%k i
Hourly wages paid to

PRW S. ittt iiiiiie e wRK ke i
Hourly total compensation

paid to PRW'S....vvvvvvnnnn. o e i

Labor productivity for

PRW's (units per 1,000

hours) cvvviviinii i, e * k& koK
Unit labor costs 4/........... Rk Fokk Fk %k

1/ Includes hours worked plus hours of paid leave time.

2/ Includes wages and contributions to Social Security and other employee
benefits.

3/ Firms providing employment data accounted for 80 percent of reported
total shipments in 1988.

4/ On the basis of total compensation paid.

Source: Compiled from data submitted by *** firms in response to
questionnaires of the U.S. International Trade Commission.
U.S. Imports of Watch Bands, Straps, and Bracelets

U.S. imports of watch bands, straps, and bracelets by responding
importers * * %

In 1988, metal expansion bands accounted
for *** percent of the total quantity of imports, metal nonexpansion bands

and bracelets accounted for *** percent, and bands and straps of materials
other than metal or textiles accounted for *** percent (table 4-7 and
4-8) .
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Table 4-7
Watch bands, straps, and bracelets: U.S. imports for consumption, by types,
1986-88

Item 1986 1987 1988

Quantity (units)

Metal expansion.............. *%% fkk Sk
Metal nonexpansion........... *¥% Kk Sk
TeXtile .o i eennnneann, %% *kk * %k
Other materials,.........,,,, i xkk k%

Total. v iininnnennnnn., XX* Kk Kk

Value (1,000 dollars)

Metal expansion.............. ¥¥%% Kk Kk
Metal nonexpansion........... *%% Kk k%
Textile. v eeneiinnnnneness, ¥%% Kkk —
Other materials.............. *%% Kk Sk k

o o= Aol kA e

Unit value (per unit) 1/

Metal expansion.............. %% Kk ook
Metal nonexpansion........... *%%* Kk ks
TexXtile.. it rnenennnnn, %% Sk Ex%
Other materials.............. *%% Kk .

AVerage. . vviuiueuneeaan., XFX Kk k%

1/ Computed from data supplied by *** firms reporting both quantity and value
information.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 4-8

4-11

Watch bands, straps, and bracelets:

and by subtypes, 1986-88

U.S. imports for consumption, by

types

Item

1986

1987

1988

Metal expansion:

Clad with gold or precious
metal...vvviiinnennnnn
Plated with no less than
16 kt gold or other

precious metal:

From over 3 to 7 microns.
From over 1 to 3 microns.
1 micron or less.........
Other metal.....cvvievuennn
Subtotal.....eeiieneennnn

Metal nonexpansion:

0f solid gold or other
precious metal...........
Plated with no less than
16 kt gold or other

precious metal:

From over 3 to 7 microns.
From over 1 to 3 microns.

1 micron or less..

Other metal....
Subtotal.....
Textile..........
Other materials..
Total........

Metal expansion:
Clad with gold

.

.

.

.

.

D I I

.

precious metal:

From over 3 to 7 microns.
From over 1 to 3 microns.
1 micron or less.........
Other metal.....covvvevvnnn
Subtotal.....oeveiveennn.

Metal nonexpansion:

Of solid gold or precious
metal....oviiiiiiiiiannn

See footnote at end of table.

.

.

.

.

.

.

.

.

.

.

.

or precious
metal......viiiiiiinn,
Plated with no less than
16 kt gold or other

.

Quantity (units)

JORONOY
WRR

WRE
JORORON
W

WK

o e e

AR

b
*
%

JORORN
WAR

PR RS
WRR

o s e
AR

KNk

JORONS
WRR

ORORON
WRA

e st ot
WHH

ot st
KR

o Yo sto e e e st
w AR WHRX
PR PO
WRA WA
e sto st JOROROS
WRE WRR
PO OB
WARK KW=
oste ot Lot PURONOY
WWHR WHER WRR

JOROSS

KRR

o e o
RS

JORORON
EARASR

.
WRW

JORONO)
WARE

<
2o

ok
RK
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Table 4-8--Continued
Watch bands, straps, and bracelets: U.S. imports for consumption, by types
and by subtypes, 1986-88

Item 1986 1987 1988

Value (1,000 dollars)--Continued

Metal nonexpansion--Con.
Plated with no less than
16 kt gold or other
precious metal:

From over 3 to 7 microns... *%*% Kk Kk
From over 1 to 3 microns... ¥%% Kk Kk

1 micron or lessS........... *%% Kk fdkdk
Other metal.....ovveeevunnns. X¥% Kk Hkk
SUbtotal. e vveee e een,, FEX Kk Kk
TeXtile . i i s e eeninoeeeenonnnsss F¥% Khx Kk
Other materials.....ceeevuveoe.. 5%5% Kk ok kkk
TOLEAL . it ittt enrnnrnenneass FH% *k % Kk %

Unit value (per unit) 1/

-

Metal expansion:
Clad with gold or precious
1111 oF- 1 AR Kk Kkk
Plated with no less than
16 kt gold or other
precious metal:

From over 3 to 7 microns... **% KRk 2]
From over 1 to 3 microns... *%% Fk Fkok
1 micron or less......ceu... FF% Ktk *dk
Other metal....vvvveerriunnn, XX% ks k%
AVerage . vvevvrrnannnnnass, =¥ Hkk Kok

Metal nonexpansion:
Of solid gold or precious
metal....oovviiviiiinnnne.. *FW Kk
Plated with no less than
16 kt gold or of
precious metal:

.
0

*

P
y

From over 3 to 7 microns... *¥% Kk Xk
From over 1 to 3 microns... **% ko "

1 micron or less........... ¥*¥% Kk Kk

Other metal......ovvvvvvnnn.. F¥% k% Sk

AVerage. . vveeeii i, TEE %dek * %

B =5 o 1 P *dkk k%

Other materials................ **% Sk Kok

AVeTage. . oot vnnneeennna, FF¥ Kk P

1/ Computed from data supplied by *
data.

e oo
A

firms reporting both quantity and value

Source: Compiled from data submitted in response‘to questionnaires of*dfe U.S.
International Trade Commission.
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The value of total U.S. imports of watch bands, straps, and bracelets
* % %

in 1988.

Effects of Imports on the U.S. Industry

The share of the U.S. market accounted for by U.S.-produced watch
bands, straps, and bracelets * * * during the 1986-88 period. In 1986
imported watch bands accounted for *** percent of U.S. apparent
consumption of watch bands; in 1988, such imports accounted for
*%% percent of U.S. consumption. The * * % in U.S. production and
shipments of metal expansion bands was responsible for the * * *

in the U.S. industry's market share. Firms producing metal
nonexpansion watch bands and bracelets and watchbands made of materials
other than metal or textile * * * share of the
U.S. market.
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CHAPTER 5. THE U.S. INSULAR POSSESSIONS ASSEMBLY OF WATCHES
Assembly Operations in the U.S. Insular Possessions

In order to gather data on watch and watch movement assembly in the
U.S. insular possessions, the Commission sent questionnaires to the eight

firms that provided all such operations during 1986-88. Seven of the firms

are located in the U.S. Virgin Islands (St. Croix). The remaining firm is
located in Guam. All eight firms responded to the Commission's
questionnaire. Accordingly, data presented in this section of the report
represent 100 percent of the assembly operations in the U.S. insular
possessions.

Channels of Distribution
Watches assembled by Virgin Island companies are sold by U.S. watch

companies through the same channels of distribution as U.S.-assembled and
imported watches. Some Virgin Island watch companies,

b
3%
*
bt

*
3%

Capacity, Assembly and Capacity Utilization

Capacity

End-of-period capacity data were provided for the assembly of
mechanical watches and for the assembly of quartz analog or dual-display
watches. Capacity to assemble mechanical watches * * *

during 1986-88. Capacity to assemble quartz analog or dual

0 .

display watches * * *

(table 5-1).
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Table 5-1
Watches: U.S. insular possessions assemblers end-of-period capacity, assembly,
and capacity utilization, 1986-88

Item 1986 1987 1988

Quantity (units)

End-of-period capacity:

Mechanical watches.......... *%% whk wAkK
Quartz analog or dual
display watches........... kol fakalel alad
Total, all types........ wkk Hxk *ok ok
Assembly:
Mechanical watches.......... e wHK Kk
Quartz analog or dual
display watches........... *%* fakala fakakid
Total, all types....... . K% okl falakal
Capacity utilization (percent) 1/
Mechanical watches.......... *%% kel KR
Quartz analog or dual
display watches........... fakelal KEE
Kkk kK

Average, all types......

1/ Computed from data of *** firms providing information on both capacity and
production.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

Assembly

The assembly of mechanical watches * * * annually during the
1986-88 period. Assembly of those products * * *

in 1988, % * *

from 1987. Assembly of watch
movements also * % % during this period, from **%
in 1988 (tables 5-2 and 5-3).
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Table 5-2

Watches and watch movements: U.S. insular possessions assembly, by firms,

1986-88 1/ : P ‘

Item 1986 _ 1987 1988

Mechanical watches:

* ¥ * * *
Total......ovvnn e ek HH RHK

Quartz analog or dual
display watches:

Watch movements:

*
s

bl

%

Source: Compiled from data submitted in response to
U.S. International Trade Commission.

questionnaires of the
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Table 5-3 ; :
Watches and watch movements: U.S. insular possessions assembly, by types,
1986-88 '

(In units)

Item , 1986 1987 1988

Source: Compiled from data submitted by *** firms in response to
questionnaires of the U.S. International Trade Commission.

Capacity utilization

Capacity utilization for mechanical watches * * *
over the 1986-88 period. 1/ Capacity utilization
for quartz analog watches * * * : .

1/ This * * * : for mechanical
watches.
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Assemblers' Shipments

‘Assemblers' shipments of mechanical watches to the United States and
the U.S. insular possessions * * *

Based on

quantity, the shipments of mechanical watches * * *
were reported (table 5-4).

Assemblers' shipments of quartz analog or dual-display watches to the
United States and the U.S. insular possessions * * *
: ' in 1987. Such
shipments * * *
shipments in 1987. Most of
the * * * in 1987 reflects the fact that * * *

‘ In 1988, *** percent of the quantity of
shipments consisted of watches plated with precious metal to a thickness of
over 1 to 3 microns, *** percent were of 1 micron or less, and *#%%
percent were of other metal. Company transfers by assemblers of quartz
analog or dual-display watches * * = ' a :

percent. As a share of total shipments
of the quartz analog or dual-display watches, company transfers accounted

for *** percent in 1986, *** percent in 1987, and *** percent in 1988,
* % %

.

The value of shipments of watch movements assembled in the U.S.
insular possessions * * * _ ‘
in 1987. The value of shipments * * * in

1988, * * * 1987 shipments.
% k% R

Inventories
* ok % » were held in inventory by U.S. insular
possessions assemblers during 1986-88. End-of-period inventories of quartz
analog or dual-display watches held by the assemblers * * *
in 1988. As a

share of total shipments, inventories * * *
in 1988, as presented in the following tabulation:

‘Quartz analog or dual display watches

Year-end Share of total
inventories shipments
Year (1,000 units) (percent)
1986 . it i et kR *x
1987 i e it i, KEE *A
1988......... e ek *

5-5
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Table 5-4
Watches and watch movements: U.S. insular possessions assemblers shipments,
1986-88 1/

Item 1986 1987 1988

Quantity (units)

Mechanical watches:
Company transfers........... %% *H% ekl
Shipments to the United
States and the U.S.
insular possessions....... faiada . fallakal

3
>

o
POS YR

Total..iiininennnnn,, ¥¥% HEK i
Quartz analog or dual
display watches:
Company transfers..........., *%% *kk Fkk
Shipments to the United
States and the U.S.

&
-

pr

%
s
3

insular possessions....... *%% * fakakad
Total..iveiineiinneinnns J
Watch movements:
Company transfers........... *%% wkk wEE
Shipments to the United
States and the U.S.
insular possessions....... *** A% fakalad

,:.
*
b
*
s
*

Total. e ennnnensnns XXX akalal , akakal

Value (1,000 dollars)

Mechanical watches:
Company transfers........... ¥%% R Rk
Shipments to the United
States and the U.S.
insular possessions....... X¥% fakads kel

Total. e ennnnnnnss, *%% ‘ K%k ek
Quartz analog or dual
display watches:

Company transfers........... ¥%% K KR%
Shipments to the United
States and the U.S.
insular possessions....... ¥¥%* k% fakadid
Total. i ireenunrnanes FF% Kk Kk
Watch movements:
Company transfers........... %% wdk Kk
Shipments to the United
States and the U.S.
insular possessions....... %% faalia ok
Total.. oo innn, . *%% Fd ek

See footnotes at end of table.
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Table 5-4--Continued
Watches and watch movements: U.S. insular possessions assemblers shipments,
1986-88 1/

Item 1986 1987 1988

Unit value (per unit) 2/

Mechanical watches:
Company transfers........... wHRH Kk Kok
Shipments to the United
States and the U.S.

insular possessions....... Rl Kkk
Average......cooiviiiennn wHK Kk
Quartz analog or dual
display watches:
Company transfers........... ok )
Shipments to the United
States and the U.S.
insular possessions....... fabak sk
Average.,...viviieinennn KKk dde
Watch movements
Company transfers........... Rk Kk KAk
Shipments to the United
States and the U.S.
insular possessions....... ookl Kk
T -

Total..eeerienieneeeenns

1/ Export shipments were not reported by firms responding to the questionnaire.
2/ Computed from data supplied by *** firms reporting both quantity and value
data.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

Purchases of U.S.-produced Watch Parts

The amount of U.S.-produced watch parts purchased by U.S. insular

possessions assemblers * * % during the 3-year pericd,
to *¥% in 1988, as shown in the following tabulation:
Quantity
(1,000
Year dollars)
1686 . s eiinevnnennnns e *
1987 ettt e e e e w
1088 . it e e ‘
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Firms indicated in questionnaire responses that the purchases consisted
primarily of * * * .

U.S. Insular Possessions Employment, Wages, and Productivity

The number of production and related workers assembling complete
quartz analog or dual-display watches in the U.S. insular possessions * * *
in 1988. The number of
workers assembling watch parts * * * -

in 1988. 1/ The number of production workers assembling
* % %

(table 5-5).

Hours worked by production and related workers assembling quartz
analog or dual-display watches * * *
during 1986-88. Hours
worked by such workers assembling watch parts * * *
hours in 1988. Hours worked by production

workers assembling mechanical watches * * * during the
period, to *** hours in 1988.

Average hourly wages paid for the assembly of quartz analog or dual-
display watches * * * in
1988, Total compensation paid to those workers, which includes wages and
contributions to social security and other employee benefits, * * *

in 1988. Average hourly wages paid
to workers assembling watch parts * * *
in 1988. Total compensation paid to workers for the
assembly of watch parts * * *
in 1988.
Productivity rates for mechanical watch assembly * * * '
in 1988. Productivity for
watch parts assembly * * *
. 2/ Productivity for quartz analog watch
assembly * * * : per 1,000
hours in 1988, Workers at **¥ reporting establishments are
represented by unions.

1/ Many watch assemblers also assemble movements. Thus, the separately
reported data for workers assembling watch parts (a category that primarily
consists of movements) are understated.

z/***
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Table 5-5

Total U.S. insular possessicns establishment employment aand average number of
production and related workers assembling watches and watch parts, hours
worked, 1/ wages and total compensation 2/ paid to such employees, and labor
productivity, hourly compensation, and unit labor production costs, 1986-88 3/

Item 1986 1987 1988

Number of workers

Total establishment number of _
employment.........vvvviunnn, wxx
Production and related
workers:
All products of establish-

*hXx kX

- o
b
o
P

,
% %
* o

%
*

Quartz analog or dual
display watches............ ke
Watch parts (except straps,
"bands, and bracelets)...... KEk okl il

b

*
5%
b
bl
*

X%
*
)’.
%

Hours worked (thousands)

Production and related
workers:
All products of establish-

*k % Kk
Kk Kk k
Quartz analog or dual
display watches.......... A ' wE% B
Watch parts (except straps,
bands, and bracelets)...... B ek k%

Wages paid (thousands of dollars)

Production and related
workers:
All products of establish-

P Y

>
>
* o

Quartz analog or dual

display watches............ Fx wRE wEE
Watch parts (except straps,
bands, and bracelets)...... *%%* wHE KK

See footnotes at end of table.
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Table 5-5--Continued

Total U.S. insular possessions establishment employment and average number of
production and related workers assembling watches and watch parts, hours
worked, 1/ wages and total compensation 2/ paid to such employees, and labor
productivity, hourly compensation, and unit labor production costs,

1986-88 3/

Item 1986 1987 1988

Total compensation paid (1,000 dollars)

Production and related

workers:

All products of establish-

MENES. e e eeneenseneoaannons o ¥k ok
Mechanical watches........... *** KK Fedkok
Quartz analog or dual

display watches..... Ceeea, KEE ‘ ke e
Watch parts (except straps,

bands, and bracelets)...... X** *EK fakalad

Hourly wages paid

Production and related
workers:
All products of establish-

*

* khk
Mechanical watches........... K ekl Kk
Quartz analog or dual

display watches............ %%% alakd ek
Watch parts (except straps,

bands, and bracelets)...... *%%* falolal ook

Hourly total compensation

Production and related

workers:
All products of establish-

mentsS...eeeeeens e o, TRE Hhd akd
Mechanical watches..... ceeean wHRK kel wkw
Quartz analog or dual

display watches.......... oL T ** Kkx
Watch parts (except straps,

bands, and bracelets)....., ¥%% i wkk

See footnotes at end of table.
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Table 5-5--Continued

Total U.S. insular possessions establishment employment and average number of
production and related workers assembling watches and watch parts, hours
worked, 1/ wages and total compensation 2/ paid to such employees, and labor
productivity, hourly compensation, and unit labor production costs,

1986-88 3/

Item 1986 1987 1988

Productivity (units per 1,000 hours)

Production and related
workers:
Mechanical watches........... ** Ak &k
Quartz analog or dual
display watches........ .
Watch parts (except straps,
bands, and bracelets)......

3%
3%
x>

k% *khk

%
S
%

k*k* *k*%

%
>
5%

Unit labor costs (per unit) 4/

Production and related

workers:
Mechanical watches...... ceea. FEX k% FhE
Quartz analog or dual

display watches......... co. FEX Kk *k %k
Watch parts (except straps,

bands, and bracelets)...... **% alals k%

1/ Includes hours worked plus hours of paid leave time.

2/ Includes wages and contributions to Social Security and other employee
benefits.

3/ Firms providing employment data accounted for 100 percent of reported total
shipments in 1988.

4/ On the basis of total compensation paid.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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CHAPTER 6. FINANCIAL EXPERIENCE OF THE WATCH INDUSTRY IN THE
UNITED STATES AND THE U.S. INSULAR POSSESSIONS

Financial Experience of U.S. Producers and Assemblers

Income-and-loss data were supplied by five U.S. domestic and eight
U.S. Insular Possessions (seven Virgin Island and one Guam) watch
assemblers and by five U.S. watchband manufacturers.

U.S. domestic watch assembly operations

Aggregate net sales in 1986 were $128.8 million, representing a
decline of 8 percent from 1985 sales of $140.1 million (table 6-1). Sales
in 1987 rose to $146.9 million, representing an increase of 14 percent.
Operating income was $10.9 million in 1985, $7.6 million in 1986, and
$15,8 million in 1987. Operating income margins, as a percent of sales,
were 7.8 in 1985, 5.9 in 1986 and 10.8 in 1987. No operating losses were
reported in 1985 and 1987, but ***

The operating income margins compare favorably with those margins
reported for nondurable companies with assets under $25 million. 1In its
quarterly financial reports for this category for 1985, 1986, and 1987, the
Department of Commerce repcrted operating income margins of 3.6, 2.7, and
3.8 in 1985, 1986, and 1987, respectively. 1/

1/ Quarterly Financial Reports, Bureau of the Census, Department of
Commerce, 1985 through 1987, p. 27.
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Table 6-1

6-2

Income-and-loss experience of U.S. companies on their orerations assembling
quartz analog and mechanical watches, accounting years 1985-87 and interim
periods ended Sept. 30, 1987, and Sept. 30, 1988

Interim period
ended Sept. 30--

Item 1985 1986 1987 1987 1988
Value (1,000 dollars)

Net saleS...icevenerrcennnnnne 140,064 128,811 146,888 55,035 59,057
Cost of goods sold............ 102,058 91,873 103,354 38,869 41,045
Gross pProfit..ceeeeeeeeceennnns 38,006 36,938 43,534 16,166 18,012
General, selling, and

administrative expenses..... 27,071 29,315 27,695 10,338 12,310
Operating income.............. 10,935 7,623 15,839 5,828 5,702
Interest eXpensSe....ceeeveeeens 3,100 2,652 3,118 1,592 1,191
Other income or (expense),

o U=} AP (142) (181) (2,775) (67) 58
Net income before income

LAXES .t ererereonnnnnnonenns 7,693 4,790 9,946 4,169 4,569
Depreciation and amorti-

zation included above....... 500 701 753 377 329
Cash-flow 1/..cuveiiviiinnnnnn 8,193 5,491 10,699 4,546 4,898

Share of net sales (percent)

Cost of goods sold............ 72.9 71.3 70.4 70.6 69.5
Gross profit...veiveeieenneeds 27.1 28.7 29.6 29.4 30.5
General, selling, and

administrative expenses..... 19.3 22.8 18.9 18.8 20.8
Operating income.............. 7.8 5.9 10.8 10.6 9.7
Net income before income

LAXES .ttt onroonnnnneonens 5.5 3.7 6.8 7.6 7.7

Number of firms reporting

Operating losseS......ccevevens 0 1 0 0 0
Net 10SSEeS..iiveneernersnannns 0 1 0 1 0
Data. e e i ineinneoenneoanens 5 5 5 4 4

1/ Cash-flow is defined as net income or loss plus depreciation and

amortization.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Interim 1988 sales * * * were $59.1 million,
representing an increase of 7.3 percent over interim 1967 sales of 9.7 in
the interim periods of 1987 and 1988, respectively. None of the firms
reported operating losses in either of the two interim periods. An
income-and-loss summary by company is presented in table 6-2.

Table 6-2

Income-and-loss experience of U.S. companies on their operations assembling
quartz analog and mechanical watches, by producers, accounting years 1985-87
and interim periods ended Sept. 30, 1987, and Sept. 30, 1988

Interim period
K ' ended Sept. 30-
Producer/item 1985 - 1986 - l987 1987 1988

Value (1,000 dollars)

Net sales:

*
i
5%

%

Operating income or
(loss):

Share of net sales {(percent)

*

Operating income or
(loss):

*

x¢
%
b

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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The raw material purchases (movements and parts) accounted for most of
the cost of goods sold. These purchases by the U.S. assemblers were
generally *O% % . I

. After
agssembly, * * *

U.S. insular possessions watch assembly operations

These companies are either owned or affiliated with larger
organizations in the United States and other parts of the world. All are
located in the Virgin Islands except for Timewise, which is located in
Guam. Each U.S. insular possession assembler and its related organization
are shown in the following tabulation:

Insular Parent or

Possession Affiliate Country
Belair ok % % % %
Hampden o% 0% ORI

kol

Timex V.I.

Timewise (Guam) ok % EEEE
Mastertime *oko% * ok %
Tropex ok ok X % %
Unitime Y
Progress k% % % %
ki 14 *

. 1/ All of these insular possessions companies receive a PIC
(production incentive credit). These PICs entitle the certificate holder
to secure refunds of duties equal to the face value of watches and watch
movements imported into the customs territory of the United States.

JORNO
W w

(table 6-3)., 2/ * % %
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Table 6-3

Income-and-loss experience of U.S. insular possessions companies on their
operations assembling quartz analog watches, accounting years 1985-87 and

interim periods ended Sept. 30, 1987, and Sept. 30, 1988

Item 1985 1986 1987

Interim period
ended Sept.

30--

1987

1988

Value (1,000 dollars)

Net sales..v.erenneinnnnnnan,, X%% i Rk
Cost of goods sold............ %%% KX wEK

PORORY JORORON v .

Gross profit or (loss)........ ¥%% e ok o Sk
General, selling, and

administrative expenses...., **¥ sk
Operating income or (loss).... *%% *

-

P
b2
3%
s
b

-
&
-
-
e
8
.

bl

s,
-

3

JORORO
WRK

3¢

Startup expense.l/............ ®¥% ol Fdkk
Interest eXpense..........o... ¥¥% wAk wEk

Other income, net. 2/......... *%% *k <k
Net income or (loss) before

income taxes................ FEX wHR*x Fkk

Depreciation and amorti-
zation included above....... wHR%R A
B sk

Cash=f10oW 3/ unineenennnen,, =¥ %

POSOR
WRY

-

JOROIR
WHRW

o
w

wk

POROSS
WHRR

COSt Of gOOdS SOld............ Yok Yok ok et %ot TRk
Gross profit or (loss)........ #%= wH % Fhk wE xk%
General, selling, and

administrative expenses....., *¥% Rk wxE Ak Ak
Operating income or (1055)'." P Tk RS Sk kNt
Net income or (loss) before

INCOME LAXES.veveeerrnnonaa, FFF wR o wdk W

Number of firms reporting

Operating lossesS......euuuoo., . =%% Kk wAk Kk wkk
Net 10SS@S.uiiviereeneeneeneen, FFF Wk wk ko wekk
DAt ittt ittt et e, FEF ok wk Fkk wkk

1/ * * %

2/ Companies vary in their treatment of recording the PIC for accounting
purposes. Some accrue the amount and others record the cash upon receipt.

3/ Cash-flow is defined as net income or (loss) plus depreciation and

amortization.

Source: Compiled from data submitted in response to questionnaires of the U.S.

International Trade Commission.
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JOSOROS
WRA

1985. Operating losses of and *%% were sustained in

1986 and 1987, respectively. Operating income (loss) margins, as a percent

of sales, were *¥*% in 1985, *#** in 1986, and **¥* in 1987, * * *
incurred operating losses in 1985 and 1986 and * * * in

1987. The category of "other income, net," in the table represents the PIC

for the producers. These refunds * * *

. 1/ Thus, net income

was *¥% in 1985, **% in 1986, and ***% in
1987. Net income, as a percent of sales, was ¥**% in 1985, *** in
1986, and *** in 1987. * * % incurred net losses in 1985 and
1987, and * * * did so in 1986.

Interim 1988 sales, for four companies, were *** million,
representing * * * interim 1987 sales of
KHx million. Operating losses were **% in interim 1987 and
k% in interim 1988. Operating 1osses, as a percent of sales,
were *¥*¥ in interim 1987 and *#** in interim 1988. Net income was
wkk in interim 1987, but a loss of *** was incurred in

interim 1988. Net income (loss) marglns were ***  in interim 1987 and **%*
in interim 1988, * * *

. An income-and-loss summary by company is
presented in table 6-4. :

U.S, watch band, strap, and bracelet producers

%
*
%
3
%
b
%

Aggregate net sales of watch attachments were *** in 1986,
representing a * * * 1985 sales of *xk
(table 6-5). 1In 1987 sales were *¥%

1986 sales.

Operating income was *¥%% in 1985, #*** in 1986
and **% in 1987. Operating income margins, as a percent of
sales, were *¥% in 1985, 1986, and 1987, respectively.
Operating -losses were incurred * * *

in each of the three accounting periods.

1/ The difference between operating income and net income also includes
interest expense and startup costs (table 6-3).
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Table 6-4

Income-and-loss experience of U.S. insular possessions companies on their
operations assembling quartz analog watches, by producers, accounting years
1985-87 and interim periods ended Sept. 30, 1987, and Sept. 30, 1988

Interim period
ended Sept. 30--
1985 1986 1987 1987 1988

Item and preducer

Net sales:
Belair........
Hampden.......
Mastertime....
Progress......

.

.

Timewise (Guam)

Timex V.I.....
Tropex........
Unitime.......

Total.......

Operating income
(loss):
Belair........
Hampden.......
Mastertime....
Progress.......

.

.

Timewise (Guam)

Timex V.I.....
TropeX....eou.
Unitime.......

Total.......

Operating income
(loss):
Belair........
Hampden.......
Mastertime....
Progress.......

.

Timewise (Guam)

Timex V.I.....
Tropex........
Unitime.......

Total.......

See footnotes at

.

.

.

or

of

Value (1.000 dollars)

fkk Kk k k% kK Kk
Kk *kk %kk Kkk Kk
ik Kk Kk Kkk *dck
Sk Kk k% *kk Kkk
Kok k% Kk k% Sk
k% kx% kK Kk Kk k
fdk Kk % Kkk Rk

* %

xxk

%

>

%

>(.

’c
* 1% OF
¥ | %
X%
* 3%
* | *
*

Kkk

kkk xkk fTkk
kxk KXk Tk
k%X *kk k%
Kkk Kk *kk wkhk Khk
Sk Kk Kkk Kkk kX%
Kk *hk Kk Kkk
Sk k dekk k% kkk
Fkk Tk xhk kkX

ik k kX Tkk
dekk wkk *xk Kk fkk
Kok Kk Kk %k Kk
*kk Kk Kk *kk Fkk
Kk ER e xk% %k *hk
kX LR *kk *kk *khk
fkk *kdk *kk KTxk KXk

JOSOROS xuX
ko Xk Nhk

table.
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Table 6-4--Continued

Income-and-loss experience of U.S. insular possessions companies on their
operations assembling quartz analog watches, by producers, accounting years
1985-87 and interim periods ended Sept. 30, 1987, and Sept. 30, 1988

Interim period
ended Sept. 30--
Item and producer 1985 1986 1987 1987 1988

Value (1,000 dollars)

All other income, net
(production incen-
tive credit): 3/

Belair...voveeueean., =%% wAE wEK wkk lakd
Hampden........ooe... ¥%% Rk wkk wkk Kk
Mastertime.........., ¥%% *dek Fkk kkk Wk
Progress....oeveees,. %% *kk *Rk . RER kel
Timewise (Guam)...... **%* wkk Fkk kK kK
Timex V.I....0evuuen. %% ek *EK Fkk Fkk
TropeX..iveeenerennes *¥% Fkk k% ki ekl
Unitime.......cocuu.. X¥% fakalal fadal | Kk% *H K

Total..veeeeeeeonn, ¥%%* il Fkk wkk wEK

Net income or (loss):

Belair....veeeeeeenn. *%% k% kK *dk ek
Hampden.........o.... **% Fekk Kk R¥* Kk
Mastertime........... kX kX X%% * ¥k ek
PrOgresSS. . vveeeeess,, H¥% ek Bl wk % KK
TimeWiSe (Guam)'....‘ F*kk *%k Xk wkk fhk
Timex V.I............, *%% Tk *hk Fiok wkK
Tropex............... kX k% *x X k% wkk
Unitime....'......... Sk F% k%% R xXX

Total.‘............ Tk% Nk fk %k Tk x**k

Share of net sales (percent)
Net income or (loss):

Belair....oeueveene., ®%% wEk Kkk e wHK
Hampden........oouu.. ¥%% ke KE*x *h%x e
Mastertime........... *¥% kK wk A% wdok
Progress....veveeeo.. *%% KEk Rk i Bk
Timewise (Guam)...... *%% wRk ok x wEKk wkk
Timex V.I............ **%% k% *% ok kK
TropeX..eeeeeeeeaoea. ¥X% *kk whk *hk ok
Unitime.....c.oveeuee.. **% wEE k% ol wk%

Total.............. Tk k% * %% R R *hk

1/ Companies vary in their treatment of recording the PIC for accounting
purposes. Some accrue the amount and others record the cash upon receipt.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.



Table 6-5

Income-and-loss experience of U.S. producers on their operations producing
watch bands, straps, and bracelets, accounting years 1985-87 and interim
periods ended Sept. 30, 1987, and Sept. 30, 1988

Interim period
ended Sept. 30--

Item 1985 1986 1987 1987 1988

Value (1,000 dollars)_

Net sales....eevveenneennens F¥% *kk wxk Kkk *kk
Cost of goods sold.......... okl okl fkk KKk
Gross profit......ccevvennn. Lk *xx kK Kk
General, selling, and

administrative expenses... *** fadala alaka kK kkk
Operating income............ *¥%¥ Kk K *dk *dkok Kkk
Interest expense............ *¥% KEE *kk Kkk *kk
Other income, net........... X% aaa K%k Hdek ok
Net income before income

BAXES . s ivvvnnrononnneeanas FH¥ wE% Kkk Kk *kk
Depreciation and amorti-

zation included above..... *** Rk ek wkk Kk
Cash=flow 1/.ceevivenninnnnn, XIH% kol x %% KKK Kk

Share of net sales (percent)

Cost of goods sold.......... ¥¥% kK wkk Kk kkk
Gross profit......coevuuein.  FEX REE Kk fkk Kk
General, selling, and

administrative expenses... ¥*¥% B *k% ek khk
Operating income............ #%% *kk K% L k%
Net income before income

LAXES . vvovonnsoannneseens X¥¥ KEE faRakal kK Kk

Number of firms reporting

Operating losses............ *¥% wx* kel Bk *hk
Net 10SS@S.ivivererrenneeess X¥X R R kK kkk
11 § - S FRK wH% ek kK

1/ Cash-flow is defined as net income or (loss) plus depreciation and
amortization.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

* * * % * * *

An income-and-loss summary by company is presented in table 6-6.
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Table 6-6

Income-and-loss experience of U.S. producers on their operations producing
watch bands, straps, and bracelets, by producers, accounting years 1985-87
and interim periods ended Sept. 30, 1987, and Sept. 30, 1988

Interim period
ended Sept. 30--

Item and producer 1985 1986 1987 1987 1988
Value (1,000 dollars)
Net sales:
* * * * * * *
Total.eveeeweenns N L Fhk L i

Operating income or
(loss):

Total.. * %3 %k Kkk kK Kk

e e e s e s 00000

Share of net sales (percent)

Operating income or
(loss):

Average Fkk kK Kok fkk *kk

ooooooooooooo

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Investment in productive facilities

The value of property, plant, and equipment for the assemblers and
watch band, strap, and bracelet producers is shown in table 6-7.

6-10
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Table 6-7

Watches: Value of property, plant, and equipment of U.S. assemblers, U.S.
insular possessions assemblers and watch band, strap, and bracelet
manufacturers, accounting years 1985-87 and interim periods ended Sept. 30,
1987, and Sept. 30, 1988

_(In thousands of dollars)

As of end of accounting Interim period
year-- ended Sept. 30-—
Item 1985 1986 1987 1987 1988 -
U.S. assemblers:
Original cost.....ovvevww.. 4,538 4,336 4,001 4,385 4,022
Book value.....cevvveveee.. 2,879 2,344 1,698 2,310 1,632
U.S. insular possessions:
Original cosSt..iivenneress, **% kel kk% *hk *hk
Book value......... e oo KE% HE* ided Kxk KE*
Watch bands, straps, and
bracelets:
Original coSt....iieeeuunn.. *%% EK k) Kx% e
Book value......... R KK Kk K% kkx

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Return on investment

The return on investment for the assemblers and watch band, strap, and
bracelet producers is shown in table 6-8. The ratios for U.S. assemblers
compare * * ¥ with the return on investment data reported for
nondurable goods companies with assets under $25 million. 1In its quarterly
financial reports for this category, the U.S. Department of Commerce
reported returns of 7.4, 6.1, and 8.4 in 1985, 1986, and 1987,
respectively. 1/

Capital expenditures

The capital expenditures for the assemblers and watch band, strap, and
bracelet producers are shown in table 6-9.

Research and development expenses

The research and expenditures for the assemblers and watch band,
strap, and bracelet producers are shown in table 6-10.

6-11

1/ Quarterly Financial Reports, Bureau of the Census, U.S. Department of
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Table 6-8

Watches: Return on investment of U.S. assemblers, U.S. insular possessions
agsemblers and watch band, strap, and bracelet manufacturers, accounting years
1985-87 1/

(In percent)

Item 1985 1986 1987
U.S. assemblers......eeeeeeee. 14,1 24,3 28.5
U.S.insular possessions..... .. 2/ 2/ 2/
Watch bands, straps, and

bracelets....... e ks kK k%

1/ Defined as operating income divided by total assets.

2/ Because of the predetermined sales transfer prices and their effect on
income, * * * it is not feasible to
compute return on investment ratios.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Table 6-9

Watches: Capital expenditures by U.S. assemblers, U.S. insular possessions
assemblers and watch band, strap, and bracelet manufacturers, accounting years
1985-87 and interim periods ended Sept. 30, 1987, and Sept. 30, 1988

(In thousands of dollars)

Interim period
ended Sept. 30--

Item 1985 1986 1987 1987 1988
U.S. assemblers........cvveen. 774 336 56 25 195
U.S. insular possessions...... wkx kel kel Bty kK
Watch bands, straps, and

bracelets....eceveunn.. cee.. WEX wEk wEK A wEE

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

6-12
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Table 6-10

Watches: Research and development expenses of U.S. assemblers, U.S. insular
possessions assemblers and watch band, strap, and bracelet manufacturers,
accounting years 1985-87 and interim periods ended Sept. 30, 1987, and Sept.
30, 1988

(In thousands of dollars)

Interim period
ended Sept. 30--

Item 1985 1986 1987 1987 1988
U.S. assemblers.....ceecevee... 402 415 482 35 40
U.S. insular possessions...... **% Kx% xR ket kel
Watch bands, straps, and

bracelets..vieveeneneenenn., *EX Tk kK L] *kk

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Capital and investment

The Commission requested the watch assemblers and watchband
manufacturers to describe any actual or potential negative effects that may
result if watches become eligible for duty-free treatment under the
Generalized System of Preferences. Six U.S. assemblers responded to this

3 1. e

question; * * *

. Of the

FOT
w

eight U.S. insular possession assemblers responding, * *

* % %
_ . A more
detailed accounting of their responses is shown in appendix I.

6-13



6-14



7-1

CHAPTER 7. U.S. TRADE
Trade Balance

The trade deficit for U.S. trade in watches grew at an average annual
rate of 13 percent, from $853 million in 1984 to $1.4 billion in 1988. The
deficit is the result of a steady increase in the number of units of
watches imported into the United States. Moreover, the deficit reflects a
change in the type of watches entering the United States from Hong Kong,
the second-largest supplier to the U.S. market. Unit values for U.S.
imports of watches from Hong Kong increased by 71 percent, from $2.57 in
1984 to $4.40 in 1988. .

U.S. Imports of Watches

Between 1984 and 1988, U.S. imports of watches increased by
42 percent, to 198.5 million units in 1988 (table 7-1). The leading
suppliers to the U.S. market in 1988 were Hong Kong, China, Japan, and the
Philippines. Hong Kong remained the top supplier in 1988 (101.7 million
units), despite the 8-percent decline in U.S. imports over the previous
year. According to industry sources, the decline in trade with Hong Kong
and the 260-percent increase in U.S. imports of watches from China (from
11.5 million units in 1987 to 41.5 million units in 1988) reflect the shift
in Hong Kong companies' assembly operations from Hong Kong to China. 1/
Although Japan slipped from being the second-largest to third-largest
supplier in 1988, U.S. imports Japan grew steadily during the 1984-87
period, at an average annual rate of 20.6 percent, and then declined
slightly in 1988, to 27.4 million units.

On a value basis, U.S. imports increased by 65 percent during the 5-
year period, to $1.4 billion in 1988. Japan, Hong Kong, and Switzerland
remain the top three suppliers to the U.S. market. However, while the
average unit value of watches imported from Hong Kong increased, unit
values for watches imported from Japan declined by 14 percent, to $16.60 in
1988. The unit value of Swiss watches remained essentially unchanged
during the 1984-88 period. ’

U.S. imports of watches from GSP-eligible countries

U.S. imports of watches from Generalized System of Preferences (GSP)-
eligible countries increased by 129 percent during the 1984-88 period, from
6.4 million units in 1984 to 14.6 million units in 1988 (table 7-2). The
top three country suppliers in 1988 were the Philippines (11.8 million
units), Thailand (2.2 million units), and Mexico (536,000 units). U.S.
imports from the Philippines grew rapidly between 1984 and 1986 (reaching a

1/ See ch. 8 for a complete discussion of this trend.
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Table 7-1

Watches: U.S. watch imports for consumption, principal sources, 1984-88

Source 1984 1985 1986 1987 1988
Quantity (1,000 units)
Japan.....eeeeene 16,716 24,501 26,687 29,311 27,421
Hong Kong........ 100,971 78,110 86,027 110,257 101,659
Switzerland...... 3,496 7,426 11,158 8,389 7,108
Philippines...... 6,343 11,127 9,554 10,817 11,847
South Korea...... 4,105 4,750 5,249 5,804 4,041
China.......cvvu. 0 61 3,188 11,546 41,523
Thailand......... 5 11 1/ 171 2,197
West Germany..... 159 710 523 249 495
France........... 207 359 303 230 209
Taiwan....... . 7,813 3,231 3,148 2,625 999
Italy....... . 39 73 77 97 130
Mexico...vovvuenn 17 166 53 351 536
All other........ 106 201 183 194 365
Total........ 139,976 130,725 146,152 180,041 198,530
Value (1,000 dollars)
Japan....eeeeeens 324,382 361,466 355,409 428,480 455,215
Hong Kong........ 259,651 278,370 272,599 325,000 447,410
Switzerland...... 145,548 202,621 309,317 323,438 304,135
Philippines...... 35,569 64,457 54,186 63,197 71,066
South Korea...... 27,289 31,397 41,201 51,092 39,033
China.....ocovuw 2/ 88 3,368 9,614 29,404
Thailand......... 9 25 32 870 14,273
West Germany..... 3,436 11,230 9,394 9,966 12,070
France........... 5,295 9,134 10,426 1,086 7,750
Taiwan........... 40,919 8,222 7,476 8,451 5,496
Italy..ooveennens 1,195 3,092 4,111 3,669 4,973
Mexico......eu... 81 899 256 975 1,761
All other........ 2,010 3,515 7,865 4,169 5,314
Total........ 845,421 974,516 1,071,940 1,239,009 1,397,900

1/ Less than 500 units.
2/ Not applicable.

Source: Compiled from official statistics of the U.S. Department of

Commerce.
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Table 7-2
Watches: U.S. watch imports for consumption from GSP-eligible countries,
1984-88

Source 1984 1985 1986 1987 1988

Quantity (1,000 units)

Philippines...... 6,343 11,127 19,554 10,817 11,847
Thailand......... 3 : 11 1/ 171 2,197
Mexico..vvevuennn : 17 166 53 351 536
Uruguay...ceeeeess 1/ 1/ 1/ 1/ 1/
Venezuela........ 1/ 0 1/ 0 4
Israel........... 1 7 1/ 1/ 1
Panama....eecevee 1 11 7 2 2
Brazil........... 1/ 2 0 1/ 1
Malaysida......... 1/ 4 73 20 0
Mauritius........ 0 0 0 4 0
Macao....ceeeenns 10 31 0 0 0
Bahamas.......... 1/ 1 0 0 0
Argentina........ 0 1/ 0 0 0
Cayman Islands... 0 1/ 0 0 0
Rep. Saf...e.n... 1/ 0 0 0 0
Total........ 6,375 11,360 19,687 11,365 14,588

Value (1,000 dollars)

Philippines...... 35,569 64,457 54,186 63,197 71,066
Thailand......... 9 25 32 870 14,273
Mexico..... Ceeenn 81 899 256 975 1,761
Uruguay....eoov.. 43 63 208 387 1,136
Venezuela........ 4 2/ 28 2/ 201
Israel....ovvunn 46 3 4 6 98
Panama....ce00v 52 363 259 60 56
Brazil........... 39 224 2/ 1 11
Malaysia.....oo.. 2 16 639 202 2/
Mauritius........ 2/ 2/ 2/ 8 2/
Macao....ceeveens 10 37 2/ 2/ 2/
Bahamas.......... 1 10 2/ 2/ 2/
Argentina........ 8/ 5 2/ 2/ 2/
Cayman Islands... 8/ 3 2/ 2/ 2/
Rep. Saf......... 1/ 2/ 2/ 2/ 2/
Total........ 35,815 66,165 55,612 65,707 88,602

1/ Less than $500.
2/ Not applicable.

Source: Compiled from official statistics of the U.S. Department of
Commerce.
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peak of 19.6 million units), declined abruptly in 1987 (to 10.8 million
units), and then increased slightly, to 11.8 million units in 1988, * * *

U.S. imports from Thailand, which were relatively insignificant until

i987, increased over 1,000 percent, to 2.2 million units from 1987 to 1988.
* % %

The Philippines, Thailand, and Mexico also were the top three GSP-
eligible suppliers to the U.S. market in terms of value. Average unit
values of watches supplied to the United States by these countries were
significantly higher than those of China. In addition, the Philippine and
Thai suppliers shipped watches that tended to be of higher value than those
supplied by producers in Hong Kong as the following tabulation illustrates:

Average unit

Country value in 1988
Switzerland...veeeiiin ittt eeaens $42.00
Japan........ Cevecceectesenee sttt eansasnons 16.60
Hong Kong...ovveiiiiineeeriiinnennenennnnns 4,40
China..vitiiieiiieereneeeeeessonannannannns .70
Thailand....ooeeeeeeeeeeeeoneeeenonennnoennns 6.49
Philippine..vieeeiiieeiiiiiieionnensononnas 5.99
MEeXICO .ttt eneeeeneenoneeoneeeonenennennnnns 3.28

The unit values provide an indication of the difference in type and
quality of watches supplied by the various countries. Industry sources
indicate that most of the watches shipped from China to the United States
are low-cost digital watches and quartz analog watches with cases that
contain little, if any, precious metal. Watches supplied by companies
located in the three GSP-eligible countries shown above are, for the most
part, * * *

according to industry sources.

Table 7-3 shows the share of 1986 U.S. watch imports accounted for by
countries currently eligible for duty-free treatment under the GSP.
For each of the HTSUS subheadings shown below, GSP-eligible countries
accounted for more than 5 percent of total imports. Although the bulk of
these imports was supplied by the Philippines, countries such as Thailand,
Mexico, India, and Brazil are expected to become more significant suppliers
during the next few years. 1/

1/ See ch. 8 for a complete discussion of the international market. App. B
provides a list of HTSUS numbers with product description.
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Table 7-3 v ‘
Watches: Share of 1986 U.S. watch imports accounted for by countries
currently eligible for the GSP, by selected HTSUS subheadings

Percent of total

HTSUS item 1/ U.S. imports
£ 0 R X 7
9101.19.40...c0vvennn Cereeseeenn tecrreenene e 7
9101.21.80...0.cvn Ceeees et ecetcects s enns 14
9101.29.10...ce..... ettt ee e ves.. 33
1 0 1 ] Cereseeen .. 10
9101.91.40. .. cecieecnnnn e eeeeersoecenns ceesens 8
9101.99.20. .ttt tiittiiteeennenninnnanneanans ee.. 13
0102.11.10 0 et teneeeennnnnnnennnnnoaneeannenns 7
9102.11.25.....c0... et et ceeeenn 7
9102.11.30 .t i ttiititeitennnenenennanecannanans 7
9102,11.45... .00 ceceenenn P eerenne e 8
9102.19.20. it iitteennnnnnnonnnaconnanans oo 5
9102.19.40. ..ttt eereeeenececscacnnennosnsnns 7
9102.21.10. ..t eeesenesnncocenconnnns ceeevaes 152/
9102.21.30. .0 cetiveccnns Ceeesesseseettcanaanen 11
9102.21.50. .00 veenns Ceeeeteseereeaernasenn .o 9
9102.29.05 . ittt teeeereneeocacsosssonesonans 22
9102.29.10. . .ceeiennnn et te ettt 24
9102.91.20 . ittt iiiiereeeeeernenenenennnnnns 6
9102.91.40. . ceueeereeeeenecsoeooesoosncnasonons 8
9102.99.20...cccvinns Cieresceraceeacean ceeeee. 22

1/ HTSUS item numbers for which total U.S. imports from GSP-eligible
countries amounted to less than 5 percent of total trade for the
respective item numbers were not included in this table.

2/ Estimated to exceed the competitive need limit for the
Philippines.

Source: Compiled from official statistics of the U.S. Department of
Commerce. ‘

Imports under TSUS item 807.00

Watch imports entering under item 807.00 totaled $71 million in 1987,
approximately 1 percent of total imports of these goods. The duty-free
content of these imports totaled $20 million in 1987. Item 807.00 imports
from the Philippines amounted to $50 million, or 69 percent of total 807.00
watch imports. The duty-free U.S.-origin content of 807.00 watch imports
from the Philippines in 1987 was $16 million.

Item 807.00 watch imports entering from the Philippines in 1987
amounted to 25 percent of the value of all watch imports from that country.
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These imports may also have been eligible for duty-free treatment under the
GSP had watches been removed from the list of excluded articles.

Watch imports from South Korea, the second-largest supplier of watches
under item 807.00 provisions, amounted to $19 million in 1987, with 807.00
imports totaling $4 million.

U.S. Exports of Watches

U.S. exports of watches increased by 168 percent, from 437,000 units
in 1984 to 1.2 million units in 1988. The growth in exports occurred
mainly between 1985 and 1986, when U.S. exports increased by 121 percent,
to around 1.2 million units. Canada, Hong Kong, and Mexico were the top
"~ three markets for U.S. watches in 1988. In terms of value, U.S. exports of
watches rose at a significantly higher rate (299 percent) to $29 million in
1988 (table 7-4). '
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Table 7-4 ,
Watches: U.S. domestic watch exports, f.a.s, value, 1984-88
Source 1984 1985 1986 1987 1988
Quantity (1,000 units)
Canada....... cess 36 66 179 164 158
Neth. Antilles... 11 20 24 31 25
Mexico...... ceen 43 120 73 111 214
Hong Kong........ 95 84 375 - - 288 232
Venezuela........ - 55 ‘119 152 - 88 75
Switzerland...... 1/ 1/ o 13 73
Japan........e... 5 3 21 - 13 42
Italy..... beeeaae 1 2 53 13 31
Aruba............ 3 1/ 2 5 4
Panama........... 21 4 25 23 32
All others...... . 167 116 273 265 283
Total........ 437 534 1,181 1,014 1,169
Value (1,000 dollars)
Canada......,.... 1,080 2,063 3,828 4,204 4,572
Neth. Antilles... 264 296 1,129 4,345 4,199
MexXico..veeeeann, 615 1,922 1,364 1,724 - 3,632
Hong Kong........ 1,316 1,069 2,232 2,262 3,436
Venezuela........ 706 769 1,749 737 2,046
Switzerland...... 17 4 581 1,276 1,247
Japan...... e 153 131 516 718 1,303
Italy.ieeeeenenns 16 63 875 444 1,104
Aruba........... 2/ 2/ 2/ 2/ 953
Panama....ce0000. 393 43 438 325 786
All others....... 3,811 2,003 4,090 4,577 5,807
Total........ 7,291 16,802 20,612 29,085

8,393

1/ Less thén 500 units.
2/ Not available.

Source: Compiled from official statistics of the U.S. Department of

Commerce.
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CHAPTER 8. PROFILES OF FOREIGN INDUSTRIES AND THE ABILITY OF
— FOREIGN PRODUCERS TO GENERATE EXPORTS

Overview

International production of watches is dominated by companies in Hong
Kong, Switzerland, and Japan. Together, according to industry sources,
watch producers in these countries account for as much as 80 percent of
world production. Other producer countries tha*t account for a 31gn1flcant
share of world production include France and the United States
(table 8-1). 1/

During the past decade, watch production in Asian countries has
increased considerably, in contrast with such production in the United
States and Switzerland, which experienced significant declines in
production in the late 1970s and early 1980s. These changes in production
are a function of two major factors. First, the shift in consumer demand
from mechanical to quartz analog and digital watches caught the European
industry (particulary Swiss companies) by surprise. This unexpected shift
in demand allowed Japanese and, later, Hong Kong producers to gain
increasing shares of the international market at the expense of traditional
watch suppliers. Second, rising labor costs made it more profitable for
companies to assemble watches and perform other labor-intensive operations
in countries with lower labor costs, such as Hong Kong, Taiwan, and the
Philippines.,

As table 8-1 illustrates, watch production remained fairly steady
during 1986-87 for all of the major producer countries. Between 1987 and
1988, the Japanese industry's production is estimated to have grown
28 percent; most of this increase was accounted for by domestic sales. 1In
contrast, watch production in Hong Kong is estimated to have declined
17 percent. Hong Kong production had reached capacity as a result of labor
shortages and much of the production has been contracted to China. Swiss
production * * *

In contrast, current production and production capacity in countries
that qualify for duty-free treatment under the Generalized System of
Preferences (GSP), although negligible, are growing rapidly. Table 8-2
shows estimated production for three of the primary producer countries that
potentially qualify for duty-free treatment under the GSP. 2/

1/ In particular, France is an important producer country, with production
(assembly) of watches amounting to #*¥*

in 1987, according to U.S. Department of State estimates.
2/ Commission staff were not able to obtain production, trade, or capacity
data for countries such as Brazil and Mexico. Nonetheless, industry
sources indicated that both of these countries have assembly operations.
United Nation data indicated that Brazilian exports of watches amounted to
$2.4 million in 1985; the country exported only $136,000 to the United
States during that year.
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Table 8-1
Watches: Production of top producer countries and the United States,
1986-88

(In thousand of units)

Country 1986 1987 1988 1/
Hong Kong....ovvveeenns 373,547 380,055 315,000
-4 oT:% o DA 200,819 200,159 256,000
Switzerland............ Hox *x% *kok
United States.......... 2/ *¥x 2/ *¥x 2/ ***
Total..vveevneennenns falkaled * k% *kk

1/ Estimated by the Commission Staff.
2/ Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Source: U.S. Department of State, except as noted.
Table 8-2

Watches: Estimated production, capacity, and capacity utilization rates by
GSP-designated countries, 1986-88

Country 1986 1987 1/ 1988
Production:
Philippines 2/ (1,000 units).. *%% k% *k%
Thailand (1,000 units)........ Ay *h% *hk
India 3/ (1,000 units)........ Fk% *k% *kx
Total (1,000 units)......... e kK *hk
Capacity:
Philippines 4/ (1,000 units).. **%* ko Fokk
Thailand 5/ (1,000 units)..... Hkk kK e
India (1,000 units).....c.vc... wk% wk% wedkek
Total (1,000 units)......... ok *x% bl
Capacity utilization:
Philippines (percent)......... kkk kkk ok k
Thailand (percent)............ Kx% R Fkk
India (percent)....eveeeeeenns Hkk Fekk ke k
Average (percent)........... Hx% ko kx¥
1/ Estimated by the Commission staff.
2/ * % %

3/ Data reported for years, 1985-86, 1986-87, and 1987-88.
4/ Production capacity for the Philippines * * *

* % %

8-2
production in 1989.
5/ Table 8-7 provides more information on the production capacity of
various firms in the watch and watch components industry in Thailand.

Source: U.S. Department of State.
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For all three countries combined, production increased by *** percent, to
*x% million units during the 1986-88 period. Watch production in
Thailand * * * '

units. Production capacity * * * .
With the inclusion of Thailand in 1988, capacity * * *

level. The

remainder of this chapter includes a review and analysis of trends in watch
and watch band, straps, and bracelet production, exports, and capacity for
the following regions: Asia, Europe, Canada, and Latin America.

Asia

Watch production or assembly occurs throughout Asia. The most
significant producer countries are Hong Kong, Japan, China, Taiwan, Korea,
the Philippines, Thailand, and India. Other countries that qualify for
duty-free treatment under the GSP, such as Indonesia and Malaysia, are not
significant producers of watches, watch parts, or watch bands, straps, and
bracelets. 1/

Watch operations in the region fall into three basic groups:
1) industries that manufacture most or all of the parts required for watch
assembly, including capital-intensive operations such as the production of
movement parts; 2) industries that specialize in the production of selected
watch parts, as well as watch assembly; and 3) industries limited to watch-
assembly operations. Japanese firms make up the first group. Countries
whose industries fall into the second group include Taiwan (specializing in
hands and dials) and Hong Kong (specializing in cases). Producer countries
limited mostly to assembly operations include the Philippines, Singapore,
China, and Thailand. As firms in countries in the first and second groups
shift labor-intensive operations to countries in the third group to take
advantage of lower wage rates, the companies also frequently set up certain
types of manufacturing operations to reduce delays in the supply of various
component parts. Technology transfers of this nature are apparent in
countries such as Thailand, in which many of the watch operations are
partially or entirely owned by foreign corporations * * *

.

The watch and watch band, strap, and bracelet industries in these
countries, unlike those in the United States or Europe, produce primarily
for the export market. Production capacity is not available for Japan,

1/ U.S. Department of State officials indicated that there is no production
(assembly) of watches in Malaysia and * * *

.
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Hong Kong, Taiwan, China, or Korea. The following sections provide a brief
review of selected Asian countries' export trends over the past 3 years. 1/

Hong Kong

Hong Kong is the world's largest producer of watches in volume terms
(table 8-1). Domestic watch consumption in Hong Kong is * * *
*** percent of production. Exports are shown in table 8-3. The watch
industry plays an important role in Hong Kong's economy; if combined with
the clock industry, it ranks as the third-largest export earner. Hong Kong
watch operations tend to be quite labor intensive. At the end of 1986,
*%% establishments, accounting for *** percent of the total watch-
related workforce, were wholly or partly owned by foreign investors. Total
investment in these facilities amounted to *** million., Japanese firms
had investments in *** of these facilities. These firms employed **¥
workers and accounted for *** percent of total foreign investment in the
watch industry. 2/ Several leading Hong Kong firms have purchased * * *

so that these companies
can compete with European and Japanese firms at the upper end of the
market.

Table 8-3 ,
Watches and watch bands, straps, and bracelets: Total exports from Hong
Kong and exports from Hong Kong to the United States, 1986-88

Item ‘ 1986 1987 1988 1/
Watches:

United States....ceeeevennn 133,516 : 134,281 : 83,776

World... oo eneeennennenns 373,547 380,054 235,991
Watch bands, straps, and

bracelets:
United States....eveeeeenen 14,620 18,862 21,215
World....ovvriienneinnnnnns 123,862 164,519 239,887

1/ Data cover first 3 quarters only.

Source: U.S. Department of State.

1/ Based primarily on information provided to Commission staff by the

U.S. embassies in the respective countries, unless otherwise indicated.
Export data are not available for China or Taiwan. There are around 14
companies that export watches or watch bands, straps, and bracelets in

Taiwan; * * * export to the United States.
2/ U.S. Government sources indicated that * * %

8-4



8-5

In addition to the United States, other important export markets for
Hong Kong manufacturers and assemblers of watches include Japan, the United
Kingdom, Germany, Spain, and Switzerland. Hong Kong manufacturers of watch
bands, straps, and bracelets export their -products to countries such as the
United Kingdom, Japan, China, Singapore, and Germany. According to the
U.S. Department of State, Hong Kong's watch and watch bands, straps, and
bracelet exports to the United States were broken out as follows in 1988:

Item Quantity
(1,000 units)
" Watches: . .
Digital..veeevenns et siesienans ceeeeases 43,407
Quartz analog/dual dlsplay............... 36,756
Mechanical. Creeseseccarasrosanna e 3,609
Quantity

(1,000 units)

Bands, straps,and bracelets:

TeXtile.ieieeeeeersonerooosoonnanns et 387
Leather...eveveeessecens cesveane cesessees 6,260
PlastiC.ceeeeecreseesosssnssosecnsannseness 3,034
Metal..iiirieroeeioocessnssneannnnnns eees 11,534

Exports of quartz analog watches grew by 52 percent in volume terms during
the first three quarters of 1988, compared with the corresponding period in
1987. According to industry and Government sources, Hong Kong's watch
industry assembles quartz analgg watches primarily from movements (or
~movement parts) that are produced in Switzerland or Japan and from
domestically produced watch cases.

. 1/ It is expected that growth in quartz analog watch
production will continue, but at a lower growth rate than the 52 percent in
volume terms registered in 1987.

1/ According to industry sources, the watch industry in Hong Kong is
operating at close to *%* percent capacity. Capacity utilization is

* k& . Improvements in quality have
allowed manufacturers to shift much: of their production to midrange quartz
- analog watches.
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Production of metal watchbands for export is also expected to grow,
both in volume and value terms. Hong Kong manufacturers are in the process
of upgrading their product lines. As chapter 7 illustrates, unit values
for the Hong Kong industry's output have increased during the 1986-88
period. : :

Japan

Japan is the second-largest producer of watches in the world.
According to information supplied by Ministry of International Trade and
Industry (MITI), there are seven major watch producers in Japan: Citizen
Watch Co., Ltd.; Casio Computer Co., Ltd.; Orient Watch Co., Ltd.; Ricoh
Computer, Ltd.; Seiko Epson Corp.; Seiko Instruments, Inc.; and Seikosha
Co., Inc. Approximately 35 small companies produce watchbands. Japanese
exports of wristwatches are shown in table 8-4.

As table 8-4 illustrates, Japanese companies have not been able to
increase their exports to the United States or the world significantly.
Exports of wristwatches in 1987 actually declined as compared with 1986 in
all of the major markets except the United Kingdom. In addition, exports
of base metal watchbands also decreased significantly between 1986 and
1987, with exports declining 15 percent, to 3.8 million units.

Despite growing watch and watch-movement production (table 8-1), some
Japanese manufacturers are taking steps to reduce costs and improve their
competitiveness, as the companies' respective profit margins shrink in the
face of growing competition with Hong Kong manufacturers. A number of
Japanese producers have already established watch production and/or
assembly facilities in lower wage-rate areas such as Hong Kong, Taiwan,
Korea, and Thailand in order to reduce labor costs. Most of the watches
assembled in these countries use Japanese-produced movements and cases and
metal expansion bands produced in Hong Kong, Japan, or in some instances,
the United States.

Korea

Exports of watches from Korea increased from $118 million in 1985 to
$176 million in 1987, or by 50 percent. Korea's principal export markets
include the United States, Japan, and Hong Kong (table 8-5).-

During the same period, Korean imports of watch movements and watch
cases and case parts increased by 125 percent, from $25.4 million in 1985
to $57 million in 1987. Principal sources of these components were
Switzerland and Japan. :

South Korean watch firms engage mainly in the assembly and casing of
lower value opto-electronic display watches made from foreign-made
components. South Korea also manufactures certain metal watch bracelets;
however, these are generally low-value articles and are facing stiff
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Table 8-4 :
Watches and watch straps, bands and bracelets: Exports from Japan by
principal destinations, 1986-88 1/

Item 1986 1987 1988
Wristwatches: , S
United States (1,000 units)......... 18,313 18,295 12,346
Hong Kong (1,000 units)...ee.... cee. 11,227 10,571 9,290
United Kingdom (1,000 units)........ 3,053 3,513 3,187
Germany (1,000 units)....oeevvunnns . 3,673 3,017 2,726
Other (1,000 units)....cevvveueene .. 27,403 24,050 18,838
Total (1,000 units)...ccvveveeenns 63,669 59,446 - 46,387

Watch bands, straps, and bracelets:
Base metal:

United States (dozens)...... ceeees 203,583 149,548 2/
World (dozens)...... Cesereneaas ... 166,526 165,266 2/
Total (dozens).i..ieeeeeeeen .... 370,109 314,814 2/
Leather: :
United States (dozens)............ 4,989 15,552 ' 2/
Other (dozens)....evivieceeeneans .. 55,282 85,361 2/
Total(dozZens) ..ooveeeeeenrennnnn . 60,271 100,913 2/

l/.Data for 1988 include only the first 3 quarters.
2/ Not available.

Source: U.S. Department of State.

Table 8-5 : .
Watches: Exports of watches from Korea, by countries, 1985-87

{In thousands of dollars)

Country market 1985 1986 . 1987

United States.......... 33,968 46,837 54,010
Japan.....coc0c00e0ee0. 38,575 39,124 48,541
Hong Kong...eoeeveevees 23,951 - 28,313 . . 35,688
Other......eevevevenes. 24,619 29,160 38,421

Total.....ooceveeeeee. 118,113 143,434 176,660

Source: United Nations.

competition from Hong Kong watch bracelet manufacturers according to
industry sources.
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Singapore

Singapore's watch industry has been able to generate export growth
much in the way that the Korean industry had been able to expand. Overall,
exports of watches from Singapore have increased from $37 million in 1985
to $58 million in 1987, or by 56 percent. The major destinations for
Singapore's watches in 1988 were Hong Kong ($19 million) and Malaysia
(816 million). Imports of watch movements and watch cases and parts
increased steadily over the 3-year period (88 percent), from $4.3 million
in 1985 to $8.1 million in 1987. Hong Kong manufacturers were the major
source for these components. 1/

China

Prior to 1984, the watch industry in China consisted of small-scale
assemblers of mainly mechanical pin-lever watches. These watches were made
primarily for domestic consumption, and manufacturers were located in
provinces throughout the country. The Chinese watch industry has grown
rapidly since 1984, in part as a result of labor shortages in Hong Kong.
The labor shortages resulted in higher wages, which reduced the Hong Kong
manufacturers' competitive advantage, forcing them to contract out labor-
intensive operations in low-wage countries such as China. These operations
were limited mostly to the assembly of low-end opto-electronic display
watches. Joint ventures and partnerships were set up, with Hong Kong
supplying the technology, as well as watch cases, movements (mainly
Japanese), and bands.

* * * * *

5%
%

. 2/

U.S. imports of watches from China reflect the rapid growth in Chinese
production since 1984. At that time, U.S. imports of watches from China
amounted to less than $1,000. By the end of 1988, U.S. imports had
increased to $29 million, of which 92 percent were those with an opto-
electronic display. 3/

1/ United Nations.

2/ For example, * * * : reportedly opened an assembly
facility in China recently.

3/ U.S. watch imports from China are generally inexpensive and of lower
quality than similar watches produced in Hong Kong and other Asian
countries. Many of these watches are given away as promotional articles
and for the most part are not available for retail sale.
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Philippines

‘There are two watch manufacturers currently producing watches in the
Philippines. 1In addition, one new watch assembler is reported to have
begun operations in early 1989. Three watchband manufacturers have
operations in the Philippines.

Two of the three watchband manufacturers are * * *
the third is * * *
for export to Hong Kong.

Exports of watch movements from the Philippines were estimated at
hkk in 1988, all of which supplied the * * * market.
Watch parts imports on a consignment basis totaled 320 metric tons during
the first three quarters of 1988. Of this amount, Hong Kong supplied 105
metric tons, the United Kingdom and Northern Ireland, 69, the United
States, 48, and Switzerland, 24. During the same period, the United States
supplied the Philippine watch industry with 87 metric tons of case parts
(out of a total of 111 tons).

Philippine watch production * * * in
1988.*** '***

* % %

. Current watch production at the Timex
facilities in the Philippines is shown in Table 8-6.

Thailand

There are around 12 export-oriented watch or watch components
manufacturing firms in Thailand. Table 8-7 shows estimated production
capacity by type of product for these companies. Two of the companies,

In 1987, Thailand exported ***

» Table 8-8 shows Thailand exports of
watches for the years 1985-87.
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Table 8-6
Timex's Philippines watch production and exports to the United States by

types; 1988

(In thousands of units)

Total Total Exports
Watch type production exports to USA
* * * * * %* *

Source: U.S. Embassy, Philippines.
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Table 8-7 .
Watches and watch parts: Estimated production capacity of the watch industry
in Thailand, by products and by ownership 1/

(In thousand of units)

: Bands or Move- Percent
Ownership Watches  bracelets Cases ments Other Parts exported
* * * * * * *

1/ Unless otherwise indicated, data are for 1988.

Source: U.S. Department of State.

Table 8-8
Wristwatches: Thai exports, by principal markets, 1985-87
(In units)

Country 1986 1987 ' 1988 1/
United States......... **% . ko *kk
Hong Kong...e.eoeeuoso, ¥¥% *kk Kk
United Kingdom........ **% Kk , fkk
Switzerland........... ¥%% *hk k%
Other....ceeveeveeeenn ’

Total...coeeaeonseas ¥k% kkk Kkk

1/ Data for 1988 include only the first 2 quarters.
Source: U.S. Department of State.
Foreign watch manufacturers have found Thailand to be an ideal

location to expand their businesses. The relative stability of Thailand's
8-11°
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CHAPTER 9.  [ECONOMIC TRENDS
Prices

The demand for a watch depends on its functions and its
stylishness. 1/ In recent years, there has been significant growth in the
demand for watches as a fashion accessory. With the introduction of
inexpensive, plastic watches such as the "Swatch" watch, consumers began
purchasing multiple watches to be worn with different outfits. 1In
addition, growth has also occurred in the markets for sports-oriented
training watches. :

_ The retail prices of watches vary greatly and range from less than $5
~ to well over $2,000. The retail price of a watch is determined by several
factors, such as the type of the band, strap, or bracelet used, the amount
and fineness of the gold used in the case or bracelet, and the packaging of
- the watch. Most watch companies publish price lists. Some companies only
- publish suggested consumer retail price lists; others have price lists for
each level of sale, e.g., distributor, retailer, and suggested consumer
price lists. Some watch companies offer quantity discounts from the price
lists. 2/ In addition, some watch companies reported that increased
discounts are sometimes applied to certain models of watches when the
inventory level is high. A marketing technique used by many watch
companies that affects the prices of watches is co-op advertising. Under
this practice, the watch company offers an allowance to the customer in
return for advertisement of its watches. Although the amount of allowance
varies, a 5-percent allowance is common and generally appears on the
invoice as a separate item.

Watch sales are generally made either as spot purchases or purchase
orders. Those customers that use purchase orders to buy watches generally
order several months before the product is needed. 3/ Spot purchases are
made on an as-needed basis. 4/ The majority of watches purchased by
retailers in the United States are bought during the fourth quarter.

1/ One importer, * * * . , stated that the demand for watches is
sometimes affected by the geographic region in which they are sold. For
example, sporty-type watches sell very well in California * * *

2/ * * *

;/.* % %

5/5‘:7‘:*
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Transportation costs are not generally an important factor in the

L

watch industry. * * *

Therefore, if transportation costs were to rise, * * %

.

The Commission requested price data from U.S. producers/assemblers and
U.S. importers of watches. 1/ Data were requested for each firm's largest
sale to mass merchandisers and catalog houses for each quarter during the
period January 1986 to December 1988. Although pricing information. was
requested from U.S. insular possessions watch assemblers, none provided
data because prices are usually transfer prices set by their parent
companies or affiliates in the United States. The products for which
prices were requested from U.S. producers/assemblers and U.S. importers are
listed below: ' ' :

PRODUCT 1: Quartz analog watch with metal expansion band. The watch
case is plated with 1 to 2 microns (nominal) of gold that is not less than
26 kt. The watchband is plated with 1 micron (nominal) or less of gold
that is not less than 10 kt.

PRODUCT 2: Quartz analog watch with nonexpansion integrated metal
bracelet, with both the watch case and the band plated with 1 to 2 microns
(nominal) of gold that is not less than 16 kt.

PRODUCT 3: Quartz analog "water resistant" watch plated with 1 to 2
microns (nominal) of gold that is not less than 16 kt with a leather
(calfskin) band.

PRODUCT 4: Quartz analog water-resistant watch with plastic case and
plastic band. ,

Prices were requested only for quartz analog watches. According to
the National Family Opinion Survey, of the approximately 66 million watches
sold during 1987, two-thirds, in terms of value, were quartz analog and the
remainder were evenly split between digital and machanical watches. In
terms of units, however, digital watches accounted for 60 percent of the
units sold or given as premiums. The number of digital watches sold at
retail has dropped sharply, to 21 million units in 1987; the remainder were
premiums or giveaways.

Questionnaires were sent to 10 U.S. assemblers and 10 U.S. importers
of watches. Usable price information was received from six U.S.
assemblers, * * * .
Six importers responded to the questionnaire, but only minimal price data
were received. Price data collection for watches was difficult. Some of
the data problems are discussed below.

1/ The Commission also requested price data from manufacturers of watch
bands, straps, and bracelets; that information is discussed later.
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Watch companies sell many different models of watches. For the
majority of watch companies, several different models of watches fall into
the product descriptions for which pricing information was requested.

Thus, within each product group, a range of prices may exist. In addition,
none of the responding watch companies reported a unique f.o.b. price for
the product descriptions; rather, the firms reported the largest quarterly
sale and the total value of that sale. The f.o.b. prices, therefore,
represent an average unit value for the watches within the product
description.

Data from importers was limited for several reasons. 1/ * * *
which sells watches under the brand names * * *
reported
no prices because * * *
. 2/
* ko another large importer, did not report prices

because of the unique manner in which it prices and sells its watches.
* % * :

Each * * *
I I
For example, * * *
P N
R B
. 3/
* ok K did not report prices because the majority of its
watches are * * %
* ok % could not provide pricing information for
* % % ) ;
. 4/ 1In addition, * * * only

provided yearly prices.

Price trends for watches

Prices reported by U.S. producers/assemblers and U.S. importers for
products 1 to 4 fluctuated slightly during the period of investigation
(tables 9-1 through 9-5). However, these variations are not necessarily
due to actual changes in the prices. These variations may be caused by
shifts in the product mix of watches sold during a quarter because there

1/ Product descriptions were chosen in an attempt to conform to the HTSUS.
2/ The microns of gold in the watches for which price data was requested
were considerably lower, i.e., 1 to 2 microns.

3/ Staff interview with * * *

ﬁ/ *.* *
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are different types of watches with slightly different prices that fit each
product description. Indeed, the majority of those watch companies that
reported prices stated that their prices have not changed during the past 3
years. 1/

Prices for sales to mass merchandisers for product 1 were reported by
five U.S. assemblers—-* * *
. 2/ U.S. assemblers' prices ranged from

wokk to *** , with the majority in the range of **%* to -
wR% . Prices reported by * * * and * * * for sales to
mass merchandisers were consistently lower than those of * * * during

the period (table 9-1).

ok prices for product 1 for sales to mass merchandisers
correspond to sales in the amount of *** watches for its largest
customer and ¥** watches to all mass merchandisers in 1988.
* k% sales of product 1 in 1988 amounted to *** for its yearly
sales to its largest mass merchandiser and catalog house customers and
dekk for shipments to all mass merchandisers and catalog houses. 3/
ok X prices for product 1 for its yearly sales to its largest mass
merchandiser and catalog house customers and total sales to all of these
types of customers correspond to sales in the amount of *** and
ek watches in 1988, * * * prices for all sales of
product 1 to mass merchandisers represented sales of *** watches. 4/
* ko prices for product 1 correspond to sales in the amount of
ke and *** watches, respectively, for its yearly sales to its
largest mass merchandiser in 1988 and total sales to all mass
merchandisers.

During January 1986-December 1988, * * * reported prices for sales
of product 1 to catalog houses were consistently higher than those of
¥ &k and * * % (table 9-2). * * * prices for its yearly

sales of product 1 to its largest catalog-house customer correspond to

1/ For example, * * %
2/ * . % %

;/***

5/_***
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Table 9-1

F.o.b prices 1/ repcrted by U.S. assemblers of watches for sales to mass
merchandisers of product, 1, by quarters, January 1986-December 1988. 2/

(Per unit)
U.S. Assemblers
* %
Period * % % * % % * % % * % * %
1986:
Jan.-Mar... *kk ek *k¥k *kk *k%k
Apr.-June.. de ek dk% * %k kkk * k%
July-Sept.. *¥* kkk kik kkk *kk
Oct.-Dec... *k%k Tk Jo ¥ % k% *kk
1987:
Jan.-Mar... kk fekk k&% kk % kkk
Apr.-June.. %% kK *kk k% Kk
July-Sept.. *** k% *kk k% k%
Oct.-Dec... £33 % k% k%% dkk % % %
1988:
Jan.-Mar... Kk %ok k%% Kk Xk k%%
Apr.—June.. LR dekk k% k%% *k*
JHIY‘Sept.. Kk fkk k%% *k* *k%
Khk k%% L3 2 kkok

Oct.-Dec... *¥%%*

1/ These prices generally represent average f.o.b. prices.

in each quarter; these were used to determine the average price of the
different watches that fit the product description.

2/ * ek

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

Watch companies
reported total quantity and value of watches sold to their largest customer
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Table 9-2
F.o.b 1/ prices reported by U.S. assemblers and importers of watches for

sales to catalog houses of product 1, by quarters, January 1986-December
1988. 2/ 3/

(Per unit)
U.S. Assemblers
* % %
Period * % % * K % * % *
1986:
Jan.-Mar......cece. Ceee. FEX fdek %%k
Apr.—JUne...coevueenne., XE* hdk *%k
July-Sept....eenvnn ceee. KEX wkok Sk
Oct.-Dec..... ceieteenens Fk ok ok *oe %k
1987:
Jan.-Mar..... et ee e cee.  FEX kK% KXk k
Apr.~JUN€...ceeveenree., FX¥ *k % %% %
July-Sept....covn. ceeees KEE % ¥ % k%
Oct.-DeC.veveencens ceeee. KEX k% *kk
1988:
Jan.-Mar.....cceee0te0een *kk %ok *k%k
ApPr.—JUNe....ceoveeneaes, XXX *kk Ak
July-Sept..cieeeeeerans, FF¥% *dkk Fedek
Oct.-DeCc..coveens ceesees FEX *kk Sk

1/ These prices generally represent average f.o.b. prices. Watch companies
reported total quantity and value of watches sold to their largest customer
in each quarter; these were used to determine the average price of the ’
different watches that fit the product description.

2/

* % T % * * % *
3/

* * . I * * * *

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

sales in the amount of *¥¥ watches; sales to all catalog houses during
1988 correspond to sales in the amount of *** watches. * * *

prices for sales of product 2 to catalog houses correspond to
sales in the amount of *#** watches sold in 1988, * * =* prices for
product 1 for its 1988 sales to its largest catalog-house customer
correspond to sales in the amount of *¥%* watches, and total sales to.
all catalog houses correspond to sales in the amount of *%* in 1988.

Three U.S. assemblers and one importer reported prices for sales of
product 2 to mass merchandisers (table 9-3). 1In general, * * * prices

9-6



were lower than those of the * * *
* k% prices for imported watches are for * * *
, and these prices were higher than those reported by
* k% during January 1986-December 1988.

* ok & prices for its yearly sales of product 2 to its largest mass
merchandiser correspond to sales in the amount of **%* watches; sales
to all mass merchandisers during 1988 accounted for *** watches.

* ok % prices for product 2 for its sales to its largest mass
merchandiser and total sales to all of these customers correspond to sales
in the amount of *¥*%* and *%% watches in 1988. 1/ 1In 1988,

* k% reported prices for product 2 for its yearly sales to its largest
mass merchandiser and total sales to all of its mass merchandisers
correspond to sales in the amount of **%* and *** watches,
respectively, in 1988.

Ll U.S. assemblers, * * % , reported prices for sales
of product 2 to catalog houses (table 9-3). Prices reported by * * *
were higher than those of * * *  for all quarters. * * * prices for
its yearly sales of product 2 to its largest catalog-house customer
correspond to sales in the amount of *** watches; sales to all catalog
houses during 1988 accounted for **¥ watches., In 1988, * * *
reported prices for its yearly sales of product 2 to its largest catalog-
house customer correspond to sales in the amount of *** watches and
Fhk watches to all catalog houses.

For sales of product 3 to mass merchandisers, * * * prices were
the lowest by any supplier throughout the period (table 9-4). * * %
prices for product 3 were slightly lower than those of * * *  during 1986-
88, * * % prices for product 3 for its yearly sales to its largest
mass merchandiser and total sales to these customers correspond to sales in
the amount of *%** and ***  watches, respectively, in 1988, * * *
prices for its yearly sales to its largest mass merchandiser correspond to

sales in the amount of *** watches; sales of product 3 to all mass
merchandisers accounted for *** watches in 1988, 2/ * * *

1/ * * %

;/***

9-7



9-8

Table 9-3 v
F.o.b 1/ prices reported by U.S. assemblers of watches for sales to mass
merchandisers and catalog houses of product 2, by quarters, January 1986-
December 1988

(Per unit)

Sales to mass Sales to catalog
Merchandisers 2/ houses
U.S. assemblers U.S. importer U.S. assemblers
Period * % % * % % * % % * % % x % % * % %
1986:
Jan‘_Mar... * %% Kk * %%k * k% * k% * k%
Apr.-June.. *** k% k% - Kk kkk *kk
July Sept.. *** ko ¥k FTTS * k% KKk * k%
Oct.-Dec... *** Kk ko k %%k KKk *kk
1987:
Jan.-Mar;.. %Xk % *%k %k k%X . k%% K%k %k * k%
Apr.—June.. *xk% * k% k%% k%% * k% * %%
July-Sept.. *¥* kkk *dkk *kk *kk *kk
OCt.‘DEC.-- %% *xk¥ * k% * %%k k%% k%%
1988:
Jan.-Mar... k%% * %% *k% % %% *k%k * k%
Apr.-June.. *%¥ Kok kK %k % Kk % %%k
July-Sept.. xRN *xk 3 31 k%% *hX k%%
Oct.-Dec... * %% * k% k%% k%% k%% * k%

1/ These prices generally represent average f.o.b. prices. Watch companies
reported total quantity and value of watches sold to their largest customer
in each quarter; these were used to determine the average price of the
different watches that fit the product description.

2/ * k% :

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 9-4

F.o.b prices 1/ reported by U.S. assemblers of watches for sales to mass
merchandisers and catalog houses of product 3, by quarters, January 1986-
December 1988. 2/

(Per unit)
Sales to mass merchandisers Sales to catalog houses
U.S. assemblers . U.S. assemblers
PeriOd * %k % * % % * % % * % % * % %
1986:
Jan.-Mar.... %% fkok Kk k Kkk Kk
Apr.-June... K kK kK Kkk kK
July-Sept... *** *kk *k% *kk *kk
Oct.-Dec.... k% Kk Kk % Kk *dkk
1987: .
Jan.-Mar.... %% fek% *kk *k%k *kk
Apr.-June... ¥¥* fkk Kkk *kk Kkk
July_sept. . X X3 } * k% k%% * k% * %%
Oct.-Dec.... %% *kk Kk ) Kk k
1988: ‘
Jan.-Mar.... %% *k% Kk Kk Kkk
Apr.—June. . * %%k kKX ) * k% * k& * %%
July-Sept... ¥*¥* fkk k% k% Kkk
Oct.-Dec.... %*%* RS Kk k% Kk

1/ These prices generally represent average f.o.b. prices. Watch companies
reported total quantity and value of watches sold to their largest customer
in each quarter; these were used to determine the average price of the
different watches that fit the product description.

2/ Prices presented in table 1 for sales made by ***

.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

reported prices for product 3 correspond to sales in the amount of ***
watches for its sales to its largest mass merchandiser in 1988 and

kkk watches for sales to all mass merchandisers in that year.

*%%  ,S, assemblers, * * * and * * % (table 9-4) reported
prices for sales of product 3 to catalog houses. * * * prices were
slightly higher than those reported by * * * in all but one quarter.

X k% prices for product 3 for its yearly sales to its largest catalog-
house customer and total sales to catalog houses correspond to sales in the
amount of **% and *** watches in 1988. 1In 1988, * * * sales of
product 3 to its largest catalog house customer accounted for ***

watches, with #*¥* watches going to all catalog houses.
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* ek and * k% importers’ * % %
reported price data for sales of product 4 to mass
merchandisers and catalog houses (table 9-5). * * * prices for
* kK were higher than * * * and * * * prices in
every quarter and higher than * * * in 9 of 12 quarters., 1/ * * *
prices for product 4 were higher than * * * prices and * * *
prices in all but two quarters. * * * prices for product 4 for its
yearly sales to its largest mass merchandiser customer and total sales to
mass merchandisers correspond to sales in the amount of *** and
Fkk watches in 1988, * =* = prices accounted for *#** watches
sold to its largest mass merchandisers and catalog house customers and
*kk to all of these customers in 1988, * * % prices for product 4
represented sales of *** watches for its yearly sales to its largest
mass merchandiser and #*** to all mass merchandisers in 1988.
* k% prices for product 4 represented sales of ***
watches for its sales to its largest department-store customers and ***
watches to all department stores and distributors in 1988.

LI prices for sales to catalog houses were lower than those
reported by * * * in all but one quarter (table 9-5). * * * prices
for product 4 for its sales to its largest mass merchandiser customers and
for total sales to all of its mass merchandiser customers correspond to
sales in the amount of **¥ and *** watches in 1988, * * *
prices for product 4 for sales to catalog houses correspond to sales in the
amount of **%* watches for its yearly sales to its largest catalog-
house customers and **%* watches to all catalog houses in 1988.

Price trends for watch bands, straps. and bracelets

The Commission also requested price data from U.S. watch band, strap,
and bracelet manufacturers. Data were requested for each firm's largest
sale to mass merchandisers and catalog houses for each quarter during the
period January 1986 to December 1988. The products for which prices were
requested from U.S. watch band, strap, and bracelet manufacturers are
listed below:

PRODUCT 1: Metal expansion watchband clad or plated with gold to a
thickness ranging from 1-2 microns (nominal) that is not less than
16 kt.

PRODUCT 2: Metal expansion watchband, flash gold plated.
PRODUCT 3: Metal link, nonexpansion watchband clad or plated with
gold to thickness ranging from 2 to 3 microns (nominal) that is not

less than 16 kt.

PRODUCT 4: Nonembossed calfskin watchband with finished edge with
gold-plated (less than 1 micron) or base-metal buckle.

1/ * % * 9-10
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Table 9-5 .
F.o.b. prices 1/ reported by U.S. assemblers and importers of watches for

sales to mass merchandisers and catalog houses of product 4, by quarters,
January 1986-December 1988.

(Per unit) . :
Sales to mass merchandisers Sales to catalog
houses
U.S. u.s. U.Ss. u.s.
Assemblers Importers Assembler Importer
X % %
Period ¥ % % * % % x % % * & % * %X % % % %
1986:
Jan.-Mar.... LS * %%k : *k% * k% * k% k%
Apr.-June... xxk LR L3 *xX EX. %] * kX
July_sept'.. Xk * k% Tk k%N X%k % #**
OCt.‘Dec-.-. N X% xXN *k% * k% k%% k%
1987:
Jan.—Mar.... * %% * %X * k% Yk Xk * %%k * % %
Apr.*June... Y% %%k K¥k% *%kk dek % %* %k %k
July—Sept... d kX * kN EX %4 * %% d k% * %k %
Oct.—dec.... wxX * k% LR 2 *Nk * %k k%X
1988:
Jan.—Mar.... K% * k% Kk *NnN *k%k * k%
Apr.—June... Kk RN NhkX * %% d¥ k% * k%
JUIY'SePt--- * %% FkN P23 * %% ¥k * %%k
OCt.'DeC--.. % ¥k *KRX Kk *%x %k kA% * %k %k

1/ These prices generally represent average f.o.b. prices. Watch companies
reported total quantity and value of watches sold to their largest customer
in each quarter; these were used to determine the average price of the
different watchess that fit the product description.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Questionnaire responses with usable data were received from **%* watch-
band manufacturers, * * * . There has
been * * * of the four products for which

price data were requested during the period of investigation (table 9-6).

* ok ok was * ¥ . : to report prices for products 1 and
2; these prices were * * *
. K oROX sold
Tk % units of product 1 to mass merchandisers and #**%* units to
catalog houses in 1988. Prices reported by * * * for product 2
correspond to sales in the amount of *** units to mass merchandisers
and *%* to catalog house in 1988. ‘

9-11
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Table 9-6

F.o.b prices of products 1-4 as reported by U.S. watch band, strap, and
bracelet manufacturers for sales to mass merchandisers, by quarters,
January 1986-December 1988 1/

Product 1 Product 2 Product 3 Product 4
*x K %
* %k % * % % %k %
Period * % % * % % * % % 2/ 3/ 4/
1986:
Jan.-Mar... %% Kok k *kk Kok Kk Kk * kK
Apr.-June.. ¥¥* Kk * %% * kK %k %%k
July-Sept.. *¥* *kk *kk k% * %k K%k
Oct.-Dec... *x* Kk k * k% *k % * k% Kk k
1987:
Jan.-Mar... %% %k k Kk k Kk ok k% *kk
Apr.-June.. ** k% Kk % *kk Fkk *kk
July-Sept.. ¥¥* *kk kK %ok % *kk Kk %
Oct.-Dec... %% *dkk Kk k %k % K%k %k k
1988:
Jan.-Mar... *%x fkk *kk * k% *kk *kk
Apr.-June.. *¥* Kk ook * %k *kk Kk
July-Sept.. ¥** Kk KKk Kkk *kk Kk k
Oct.-Dec... *¥%* *kk Kk %k *k % Kk % Kk k

1/ Prices reported by * * %

* % %

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

k% and * * * reported prices for sales of product 3.
Neither * * * nor * * % H
* % % prices were *** for sales to mass merchandisers and to
catalog houses, and * * * prices were **% to distributors and
el to watch companies. * * % sold *** units of product 3 to
mass merchandisers and **¥ units to catalog houses. * * * prices
for product 3 represent sales of *** wunits to its largest distributor and
Kk units to a watch company in 1988.

9-12
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*%%  watchband manufacturers reported prices for sales of product 4;

* kX prices were * * * during the period, and * * *
* KK prices are * * *
PO I I
. F RX sold *#%% watchbands to mass
merchandisers and *** to catalog houses in 1988. * * * sold ***
watchbands to * * * in 1988.

Exchange Rates

. Quarterly data reported by the International Monetary Fund indicate
that during the period January 1986 through December 1988 the nominal value
of the Hong Kong dollar and the Philippine peso depreciated 9.9 percent and
5.9 percent, respectively, against the U.S. dollar (tables 9-7 and 9-8). 1/
The nominal value of the Japanese yen, the Swiss franc, and the Thai baht
appreciated 50.0 percent, 32.2 percent, and 5.1 percent relative to the
U.S. dollar during the period January 1986-December 1988. 2/ Adjusted for
relative movements in producer price indexes, the real value of the Hong
Kong dollar, the Japanese yen, the Philippine peso, the Swiss franc, and
the Thai baht appreciated 8.5, 28.0, 9.4, 23.2, and 14.0 percent,
respectively, against the U.S. dollar as of the fourth quarter of 1988. 3/

1/ Data for Hong Kong are for the period January 1986 through June 1988.
2/ Data for the last quarter reported for Switzerland are for October and
November 1988 only.

3/ Data for Hong Kong are for the period January 1986-March 1988.
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Table 9-7

Nominal exchange-rate equivalents of the Hong Kong dollar and the Japanese
yen in U.S. dollars, real-exchange-rate equivalents. 1/ and producer price
indexes in Hong Kong and Japan, 2/ indexed by quarters, January 1986-
December 1988

Hong Kong Japan
U.S.
Pro- Pro- Nominal- Real- Pro- Nominal- Real-
ducer ducer exchange- exchange- ducer exchange- exchange-
Price Price rate rate Price rate rate
Period Index Index index index 3/ Index index index 3/
US dollars/HK dollar US dollars/Yen
1986:
Jan.-Mar... 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Apr.-June.. 98.1 99.5 98.4 99.8 96.3 110.4 108.4
July-Sept.. 97.6 102.0 112.8 117.9 93.8 120.6 115.8
Oct.-Dec... 98.0 104.8 108.3 115.8 92.8 117.2 111.0
1987: _ : ,
Jan.-Mar... 99.1 106.5 104.5 112.3 92.2 122.7 114.1
Apr.-June.. 100.7 108.0 98.2 105.3 91.4 131.7 119.6
July-Sept.. 101.9 109.7 98.2 105.8 92.6 127.9 116.3
Oct.-Dec... 102.3 111.7 99.6 108.8 92.3 138.4 124.8
1988:
Jan.-Mar... 102.9 114.4 97.5 108.5 91.2 146.8 130.2
Apr.-June.. 104.8 4/  90.1 4/ 90.9 149.6 129.9
July-Sept.. 106.2 4/ 4/ 4/ 91.8 140.5 121.5
Oct.-Dec... 106.7 4/ 4/ 4/ 90.0 150.0 128.0

1/ Exchange rates expressed in U.S. dollars per unit of foreign currency.
2/ Producer price indexes--intended to measure final product prices--are
based on average quarterly indexes presented in line 63 of the
International Financial Statistics,

3/ The indexed real exchange rate represents the nominal exchange rate
adjusted for relative movements in producer price indexes in the United
States and the respective foreign country. Producer prices in the United
State increased 6.7 percent between January 1986 and December 1988,
compared with an 14.4 increase for Hong Kong as of March 1988, and a

9.0 percent decrease in Japan as of December 1988.

4/ Not available.

Note.--January-March 1986=100.

Source: International Monetary Fund, International Finacial Statistics,
March 1989.
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CHAPTER 10. PROBABLE ECONOMIC EFFECTS

10-1



10-2

10-2



10-3

10-3



10-4

10-4



10-5

10-5



10-6

10-6




10-7

10-7



10-8

10-8



10-9

10-9



10-10

10-10



10-11

%
*
*
>*

10-11



10-12

*
)(.
*

10-12



10-13

¥

10-13



10-14



APPENDIX A
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THE . TED STATES TFW:S‘E- gEPHESENTATN‘
Executive Office of the President
Washington. 0.C. 20508

Pl
oD
; October 17, 1988
- (.\ i /9 W@L .
i
RIS i
Do*“‘cf/u./c i =
= =3
) -
The Honorable Anne Brunsdale o .
Acting Chairman :j =)
United States International Trade  § A == > -
Commission Seitme T S "
500 E Street, S.W. Gootm o P
washington, D.C. 20436 | BT Trags vi o e ~ -
= =)
Dear Acting Chairman Brunsdale: =

The Trade Policy Staff Committee has recently accepted for review
a petition submitted on behalf of Timex Corporation, Waterbury,
Connecticut, for the addition of watches to the list of articles
eligible for duty-free treatment under the Generalized System of
Preferences (GSP). The Committee has decided to incorporate this
petition, to the extent feasible, into the 1988 annual review of
the GSP, the results of which will be announced in the spring of
1989 and become effective July 1, 1989.

In accordance with sections 503(a) and 131(a) of the Trade Act of
1974 (the Act), and pursuant to the authority of the President
delegated to the United States Trade Representative (USTR) by
sections 4(c) and 8(c) and (d) of Executive Order 11846 of March
31, 1975, as amended, I hereby notify the International Trade
Commission that watches provided for in headings 9101 and 9102 of
the HBarmonized Tariff Schedule of the United States (HTS) are
being considered for designation as eligible articles for purposes
of the GSP, as set forth in Title V of the Act.

Pursuant to sections 503(a) and 131(A) of the Act, I request that
the Commission provide its advice, with respect to the watches
provided for in each 8-digit subheading under HTS heading 9101
and 9102, as to the probable economic effect on U.S. industries
producing or assembling watches and U.S. industries producing or
assembling watch bands, straps or bracelets and on U.S. consumers.
Separate advice should be provided for the watch manufacturing
and assembly industry and the watch band, strap and bracelet
manufacturing and assembly industry and for each geographic area
(the United States and U.S. insular possessions).

In providing its advice, I request the Commission to assume that
benefits of the GSP would not apply to imports that would be
excluded from receiving such benefits by virtue of the "competitive
need” limits specified in section 504(c) of the Act.

A-2



Honorable Anne Brunsdale
Page Two

In order to form a basis for the injury determination required by
section 503(c) (1) (B) of the Act, I request that the Commission
provide, to the degree possible, data on the following factors
for the most recent three year period for each of the aforementioned
U.S. industries: annual production, capacity, capacity utilization,

domestic shipments, exports, inventories, employment, wages and

financial experience (including prices). In addition, I request
that data be provided for the most recent three year period, to
the extent possible, on the following factors for current and
potential foreign producers: current and potential production
capacity and capacity utilization, domestic shipments, and exports
to U.S. and other markets.

Section 504(d) of the Act exempts from one of the competitive
need limits in section 504(c) articles for which no like or
directly competitive article was being produced in the United
States on January 3, 1985. Accordingly, pursuant to the authority
of section 332(g) of the Tariff Act of 1930, I request that the
Commission provide advice with respect to whether articles like
or directly competitive with the watches described in each 8-digit
subheading of headings 9101 and 9102 of the HTS ware being produced
in the United States on January 3, 1985.

The Commission is requested to provide the advice requested
herein as soon as possible, but not later than 6 months after
receipt of this request, in accordance with the provisions of the
Act.

In accordance with USTR policy, I direct you to mark as "confi-

dential®” such portions of the Commission's report and its working
papers as my Office will identify in a classification guide.
Information Security Oversight Office Directive No. 1, section
2001.2]1 (implementing Executive Order 12356, sections 2.1) requires
that classification guides identify or categorize the elements of
information which require protection. Accordingly, I request
that you provide my Office with an outline of this report as soon
as possible. Based on this outline and my Office's knowledge of
the information to be covered in the report, a USTR official with
originalclassificationauthoritywill providedetailed instructions.

The Commission's assistance in this matter is greatly appreciated.

Sincegely, )

C Ol AT
Clayfon Yeufter

CY:1dl
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THE UNITED STATES TRADE REPRESENTATIVE
Executive Office of the President
Washington, D.C. 20508

January 31, 1989

The Honorable Anne Brunsdale

Acting Chairman

U.S. International Trade Commission
500 E Street, S.W.

Washington, D.C. 20436

Dear Chairman Brunsdale:

Oon October 17, Ambassador Yeutter wrote to you requesting the
Commission's advice on the probable economic effects of adding
watches to the list of articles eligible for duty-free treatment
under the Generalized System of Preferences, as requested in a
petition submitted on behalf of Timex Corporation. Shortly after
the Commission's institution of an investigation of this subject,
Commission and USTR staffs met and agreed on the specific information
and advice such an investigation would provide.

This letter is to confirm this agreement and to clarify that we
are seeking information and analysis from the Commission, to the
extent possible, on annual production, capacity, capacity utiliza~
tion, domestic shipments, exports, inventories, employment,
wages, and financial experience; the potential decline in output,
market share, profits, productivity and return on investment; the
potential negative effects on cash flow, and ability to raise
capital and investment; any rapid increases in import penetration
and the likelihood that such penetration will rise to an injurious
level; factors affecting domestic prices; and any other factors
the Commission deems relevant.

We appreciate the efforts to respond effectively to this unique
request, and look forward to receiving your report in April.

Sincerely,

Pl = fh e

Alan F. Holmer
Acting
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HTSUSA ITEM NUMBERS FOR WATCHES AND WATCH BANDS, STRAPS, AND BRACELETS
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HARMONIZED TARIFF SCHEDULE of the United States
Annotsted for Statisticsl Reporting Purposes V
CBAFTRR 61
CLOCKS AND WATCHES AXD PARTS THEREOF
XVIII
o1-1
Hotas
1. This chapter does Dot oover:
(a) Clock ar wetch glasses or weights (classified according to their comstituent msterial);

(b) Watch chains (heading 7113 ar 7117, as the case may be);

(¢) Parts of general use defined in mote 2 to sectiam XV, of base metal (sectiom XV), or similar goods of plastics
(chapter 39) or of preciocus metal or metal clad with precious metal (generally beading 7115); clock or watch springs
are, bowever, to be classified as clock or watch parts (heading 9114);

(d) Bearing balls (heading 7328 or 8482, as the case may be);
(e) Articles of heading 8412 constructed to work without an escapement;

(£) Ball bearings (heading 8482); or

(g) Articles of chapter 83, not yet assembled together or with other camponents into watch or clock movemsnts or into
articles suitable for use solely or principally as parts of such sovements (chapter 835).

2. Beading 9101 covers only wetches with case wholly of preciocus metal or of metal clad with precicus metal, or of the same
materials cambined with natural or cultured pearls, or precicus or semiprecious stones (natural, synthetic or
recanstructed) of headings 7101 to 7104. Watches with case of base metal inlaid with preciocus metal fall in heading 9102.

3. For the purposes of this chapter, the expressicn “wytch govepents”™ means devices regulated by a balance wheel and
Bairspring, quarts crystal or amy other system capable of determining intervals of time, with s displsy or a system to
which a mechanicsl display can be incorporated. Such watch movements shall not exceed 12 mm in thickness and 50 mm in
width, length or diameter.

4. PExcept as provided in note 1, movements and other parts suitable for use both in clocks or watches and in other articles
(for example, precisicn instruments) are to be classified in this chapter.

AMdditicnal U3, FRotes
1. TYor the purposes of this chapter:

(s) The term “wytcheg” embraces timepieces (including timepieces having special features, such as chronographs, calendar
watches and wetches designed for use in skin diving) of s kind for wearing or carrying oo the person whether or not
the movemsnt contained tharein conforms to the definition of “watch movemsnts” in note 3, above. Timepieces
incorporating a stand, however simple, are not classifiable as watches.

(b) The temm "gageg” embraces imner and outer cases, containers and housings for movemants, together with parts or pieces,
such as, but not limited to, rings, feet, posts, bases and outer frammes, and any suxiliary or incidental features,
which (with appropriats movemsnts) serve to camplete the watches, clocks, time switches and other apparatus provided
for in this chapters.

(c) The term "jgwelg” includes substitutes for jewsls.

(d) The tesms " " meens devices regulated by s balance wheel and hairspring, quarts crystal or amy other
system capable of determining intervals of time, with s displsy or s system to which s mechanical display cam be
incorporated. Such clock sovemsnts shall either exceed 12 sm in thickness or 50 mm in width, length or diametar, or
both.

(e) The ters "complets K- -2 Venenty nagsembled or part ssexpled (movesen 2)" Tefers to sets which
consist of all parts necessary to sssamble a watch or clock movement, except that for sovemsnts having sechanical
displays the set may or sy not include the dial and hands.

(£) The ters "incomplete watch or clock govements, assecbled” refers to:

(1) Mechmical movemsnts which are mounted but lack certain parts other than the dial, hands or winding spindle
(e.g., the escapement or the barrel bridge);

(14) Battery powered movemsnts with mechanical displays which are mounted but lack certain parts other thmm the
dial, hands, setting spindle or battery (e.g., the motor); or

(111) Other movements intended to operate with opto-electromic displays which are sounted but lack certain parts
other than the bsttery (e.g., the display).

(s) The term "rough wetch or clock Dovepents”™ refers to sets of unassembled parts for the assembly of watch or clock
movements of & kind constructed to work with an escapement. These sets do not include escapement, balance wheel and
hairspring or other regulsting device, mainspring, dial or hands; they therefore consist mainly of the base plate (and
ay sdditional plates), bridges, train, motion work, winding and setting mechanisam and any additional mechanisms such
as automstic winding device, calendar mechanisms, chronograph, alarm, etc. These sets may be entersd with or without
s barrel. LZach element, intended for use as it is, msy itself consist of one simple piece or of several parts fitted
inseparably together, but such elements msy not themselves be assembled to each other.
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HARMONIZED TARIFF SCHEDULE of the United States
Annotated lor Statistical Reporting Purposes

XVIII
81-2

2. Watch straps, watch bands and watch bracelets entered with wrist watches and of & kind normally sold therewith, whether or
not attached, are classified with the watch in heading 9101 or $102. Otherwise, watch straps, watch bands and wetch
bracelets shall be classified in heading 9113.

3. Batteries entsred with battery powered watches or clocks, or with the camplete, sssembled movements thereof, and intended
for use therewith, are classifisble under the provision for the watch, clock or sovement. Similarly, batteries entered
with s campleto watch or clock movemsnt, unassembled or partly assembled (movement set) or with an incamplete watch or
clock sovemsnt, assembled, and intended for use therewith, are classifiable under the provision for such sovemsnt.
Batteries are otherwise classifiable in heading 8308 or 8507, whether or not suitable for use with watches or clocks.

4. Special Marking Requirements: With the following exceptions, any movemsnt or case provided for in this chapter, whether
imported separstsly or sttached to an article provided for in this chapter, shall not be permitted to be entered unless
conspicucusly end indelibly marked by cutting, die-sinking, engraving, stamping or sold-macking (either indented or
raised), as specified below. Movemsnts with opto-electronic display only and cases designed for use therewith, whether
entered as separste articles or as components of assembled watches or clocks, are excepted from the marking requirements
set forth in this note. The special marking requirements are as follows: )

(a) Watch msovemsnts shall be marked an one or more of the bridges or top plates to show:
(1) the name of the country of manufacture;
(44) the name of the menufacturer or purchaser; and
(114) in words, the mmber of jewels, if any, serving s mechanical purpose as frictional bearings.
(b) Clock movemsnts shall be marked an the most visidle part of the fromt or back plate to show:
(1) the name of the country of msnufacturs;
(i4) the name of the manufacturer or purchaser; and
(144) the mmber of jewels, if ay.
(c) Watch cases shall be marked on the inside or outside of the back to show:
(1) the name of the country of marufacture; and
(i1) the name of the mamufacturer or purchaser.

(d) Clock cases provided for in this chapter shall be marked on the most visible part of the outside of the back to show
the name of the country of msnufacture.

3. Preducts of Insulsx Possessicna

(a) Excoept as provided in paragraphs (b) through (ij) of this note, any article provided for in this chapter which is the
product of the Virgin Islands, Guam and American Samoa (hereinafter referred to as the "insular possessions”™) and
which contains any foreign camponent shall be subject to duty:

(1) At the rates set forth in columm 1, if the countries of origin of more than 50 percent in value of the foreign
camponents are countries to products of which colusm 1 rates apply; and

(11) At the rates set forth in column 2, if the countries of origin of 50 parcent or more in value of the foreign
components are countries to products of which columm 2 rates apply.

(b) Watch movemsnts snd watches (including watch straps, watch bands, end watch bracelets assambled onto watches) that are
produced or manufactured in s United States insular possession which contain amy foreign component say be admitted
free of duty without regard to the valus of the foreign materials such watches contain if they conform with the
provisions of this note, but the total quantity of such articles entered free of duty shall not exceed the smounts
established by or pursusnt to paragraph (d) of this note.

(¢) Rotwithstanding the provisions of paragraph (b) of this note, the provisions of this note and the benefits thereunder
shall not apply to amy article containing any msterial which is the product of ay country with respect to which
column 2 rates of duty apply.

(d) (1) In calendar year 1983 the total quantity of such articles which may be entered free of duty shall not exceed
4,800,000 units.

(44) In subsequent calendar years, the Secretary of Commerce and the Secretary of the Interior (hsreinafter
referred to as the "Secretaries™), acting jointly, shall establish s limit on the quantity which msy be
entered free of duty during the calendar year, and shall consider whether such limit is in the best interest of
the insular possessions and not inconsistent with domestic or international trade policy consideraticns. The
quantity the Secretaries establish in any calendar year under this paragraph shall not--

(A) exceed 10,000,000 units or one-ninth of apparent damestic consumption (as determined by the Internatiomal
Trede Commission pursuant to paragraph (e) of this note), whichever is greater;

(B) be doc:;nd by more than 10 percent of the quantity established for the immediately preceding calendar
yoar;
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(C) Dbe increased to more than 7,000,000 umits or by more than 20 percent of the quantity established for the
immediately preceding calendar year, whichever is greater.

Qn or befors April 1 of each calendar year (begimning with the first year in which watch imports from the United
States insular possessicns exceed 9,000,000 units), the Internstional Trade Cammission shall determine the lwunt
United States consumption of watches and watch movemsnts during the preceding calendar year, shall :opn
determina®ion to the Secretaries, and shall publish such determination in the Federal Resiater.

(1) In calendar year 1983, not more than 3,000,000 units of the total quantity of articles described in paragrsph
(d) which mey be entered free of duty shall be the product of the Virgin Islands, not more than 1,200,000 units
shall be the product of Guam, and not more than 800,000 units shall be the product of American Samos.

(41) Por calendar year 1984 and theresafter, the Secretaries msy establish new territorial shares of the total mowmt
which may be entered free of duty, taking into sccount the capecity of each territory to produce and ship its
assigned smounts. A territory’'s share in any year shall not be reduced:

(A) by more than 200,000 units in calendar year 1864 or 1883; end

(B) by more than 500,000 units in calendar year 1888 or thereafter, except that no territorial share shall be
established at less tham 500,000 units.

The Secretaries, ecting jointly, shall allocate the calendar year duty exemptions provided by paragraphs (b), (d) and
(f) of this note on a fair and equitable basis among producers located in the insular possessions, end shall issue
appropriate licenses thersof. Allocstions made by the Secretaries shall be final. In making the sllocstioms, the
Secretaries shall consider the potential impsct of territorisl production on damestic production of like articles and
shall establish allocatiom criteris (including minimm assembly requirements) that will reascnably maximize the net
amount of direct econcmic benefits to the insular possessions.

(1) In the case of each calendar year begimning sfter December 31, 1882, and before January 1, 1993, the
Secretaries, acting jointly, shall:

(A) verify the wages peid by esch proch to p t residents of the insular possessions during the
preceding calendar year; and

(B) 4ssus to each producer (not later than March 1 of such year) a certificats for the applicable mmoumnt.

(i1) Por purposes of subparagraph (i), except as provided in subparagraphs (iii) and (iv), the ters "applicable
mount” means an amount equal to the sum of:

(A) 90 percent of the producer’'s creditable wages on the assembly during the preceding calendar year of the
first 300,000 units; plus

(B) the applicable graduated declining percentage (determined each year by the Secretaries) of the producer’s
creditable wages on the sssembly during the preceding calendar year of units in excess of 300,000 but not
in excess of 730,000.

(444) The aggregate mmount of all certificates which are {ssued during any calendar year shall not axceed an amount
which bears the same ratio to $3,000,000 as:

(A) the gross national product of the United States (as determined by the Secretary of Commerce) for the
preceding calendar year, bears to:

(B) the gross national product of the United States (as so determined) for 1982.
(iv) (A) Sudject to the provision of clause (B), if the emcumt of the certificatese issued under subparagraph (i)

would exceed the limit under subparagraph (1ii), the Appuc-blo amount of esch producer’'s certificate
shall be reduced proporticnately by the of such

(B) The applicable amount of any producer’s certificate shall not be reduced below the mmount determined under
subparagraph (11)(A), except that if the application of this clause would result in the aggregete amocumt
of the certificates exceeding the limit under subparagrsph (iii), the uppucabh amount of each producer’s
certificate shall again be reduced proportionately by the of the detemmined after
application of this clause.

(v) Any certificste issued under subparagraph (i) shall entitle the certificate holder to secure the refund of
duties equal to the face value of the certificate on watches, wetch movements and, with the exceptiom of
discrete cases, parts therefor imported into the customs territory of the United States by the certificate
holder. Such refunds shall be made under regulations issued by the Treasury Departmsnt. Kot more them $
percent of such refunds may be retained as e reimbursement to the Customs Service for the administrative costs
of making the refunds.

(vi) Any certificats issued under subparagraph (i), or amy porticm thersof, shall be negotisble.

(vil) Any certificate issued under subparagraph (i) shall expire 1 year from the date of issuance and mey be applied
against duties on imports of watches and wetch movements the entry of which were made within 2 years prios to
the date of issuance of the certificate.

(viii) TFor purposes of determining the applicable of my prod ‘s certificate to be issued during calendar
yoar 1983, the greater of:

(A) the producer’s creditable wages for calendar year 1882; or

(B) 60 percent of the producer’s creditable wages for calendar year 1981 shall be considered the creditable
wages for calendar year 1982
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(1) the Secretaries are suthorized to issue such regulstions, not inconsistent with the provisions of this note, as they
determine necessary to carry out their respective duties under this note. Such regulations shall include minimm
assembly requirements. Any duty-free entry determined not to have been made in accordance with applicable regulations
shall be subject to the spplicable civil remedies and criminal sanctions, and, in addition, the Secretaries say cancel
or restrict the license or certificate of any msnufacturer found in willful violation of the regulations.

LS, Statistical Botes

1.

The calculstion of duties on various wetches, clocks, wetch movenments and clock movenents requires that these articles be
constructively separated into their camponent parts and cach camponent separately valued. The individual camponents shall
be separstely reported under the statistical suffixes show below. In each instance the sum of the values of the individual
camponents shall be equal to the total value of the article. In those instances where the camponents of an article are to
be separately reported under the following reporting scheme, the entry should include all the individually named camponents
even if not included in the shipment. In such instance the entered quantity end value would be sero. For example, emtry
of a battary powersd wetch, imported without a battery, classifiable under subhesding $101.11.40 would include s line for
the statistical reporting mumber for the bettery (§101.11.4040) with the quantity end value shown as sero. To determine
the proper statistical reporting oumber(s) for the subheadings snumerated below, the importer shall cambir the appliceble
8-digit subbeading mmber with the applicable statistical suffix found below. To the resulting statistic: reporting
mmbers the importer shall sppend the proper check digit from the list in U.S. statistical note 2 below.

(s) The statistical suffixes for subbeadings 9101.11.40, 9101.11.80, 9101.19.40, 6101.19.80, 9102.11.10, 9102.11.2S,
9102.11.30, 9102.11.45, 9102.11.50, 9102.11.83, 9102.11.70, $102.11.93, $102.19.20, $102.19.40, 9102.19.60 end
9102.19.80 shall be:

:Stat. : Unit
: Suf-: Article Description : of :
4% L Quentity
10 Movemamt................coiiiiinnen No
20 Case. ... Mo
30 : Strap, band or bracelet............. No
40 D PPN Mo

(b) The statistical suffixes for subheadings 9101.12.00 and 9102.12.00 shall be:

:Stat.: : Unit
: Sug-: Article Deacription : of :
T ity |
10 : Movement, case, and strap, :
: band or bracelet.................... : No. of
: : movements
20 : BatLory. ...ttt : No.

(c) The statistical suffixes for subheadings 9101.21.40, $101.21.80, 9101.29.10, 9101.29.20, $101.29.30, 9101.28.40,
9101.29.50, 9101.29.60, ©102.21.10, 9102.21.25, 9102.21.30, ©102.21.50, $102.21.70, 9102.21.90, 9102.29.03,
9102.29.10, 9102.29.15, 9102.29.20, 9102.29.23, 9102.28.30, 0102.29.35, 9102.29.40, 9102.28.43, 9102.29.50,
9102.29.55 and 9102.29.60 shall be:

:Stat.: : Unit
: Suf-: Article Description : of :
T - Quanuisy |
10 : : No.
20 : : Mo,
30 ¢ : No.

(d) The statistical suffixes for subbeadings 9101.91.20, 9102.91.20, 9104.00.05, 9104.00.10, 9104.00.25, 9104.00.30 and
9104.00.45 shall be:

“Seat.: © Unit
: Sug-: Article Description : of :
i 4° S Quaptity
10 : Movement and case................... : No. of
: : movemsnts
20 : Battary.......iiiiiii e : Bo.

(@) The statistical suffixes for subheadings 9101.81.40, $101.81.80, §102.91.40, 9102.91.80 and 9104.00.50 shall be:

:Stat. ; : Unit
: Suf-: Article Description : of :
WIS . Quantity ©
¢ 10 ¢ Movement........................ ..., : No. :
;20 : CasB®. ..ot : No. :

30 : BatLary. ... ..o : No. :
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(£) The statistical suffixes for subbeadings 9101.99.20, 9101.99.40, §101.99.80, 9101.96.80, 9102.99.20, 9102.89.40,
$102.96.60, 9102.90.80, 9104.00.80, 9105.29.10, 0105.29.20, 91035.99.20 and 9105.99.30 shall be:

“Stat.: : Undt

: Sug-: Article Description : of :

HF 40 S L QuEtitY

: 10; Movemamt.............000en ceeens i o :
20 : (= T Ceeeieees No

(3) The statistical suffixes for subbeadings 9103.10.20, 9103.10.40 and 9103.10.80 shall be:

:Stat.: ;o Unit
: Sug-: Article Description : of :
LA L umntdty
: Travel clocks: : :

10 : Movemsnt end case.............. : Bo. ot

: 1 TH

20 : BatlOrY....ioiiiiiiiiieaiaes . Bo. H

: Other clocks: : :

30 : Movement and case.............. : Bo. of

: : movessnts:

40 : BatLOrY. ... ...ttt : No. :

(h) The statistical suffixes for subbeadings 9103.90.00, 9105.19.10 and 9105.19.20 shall be:
“Stat.:

: Unit @
: Sug-: Article Description : ot :
BITE L Qumtity ;
: Tresvel clocks: :
10 : L : Ro.
20 : Case......... ereieereaes PPN : Bo.
Other clocks: : |
30 Movement.............00000n .. : Bo.
A0 Case.........oo.00 Cereeeeiiees : No.
(1)) The statistical suffixes for subhesding 9103.11.40 shall be:
“Stat.: T Unit
: Suf-: Article Descriptiom : of :
Hi 41 3 L Ouentity
: 10 Clocks capable of operating only on :
: AC POWBE.......ooiiviiiinininrananan Ro. H
: ‘ixml clocks: :
20 : Movemsnt and case......... : Mo, of
: : movenents:
30 : Battary.........cciveneunn : No. :
: Other clocks: :
A0 : Movemsnt and case......... : Mo, of
: ! movenents
50 : Battery.........cooviinnn : Ne.
(k) The statistical suffixes for subhesding 91035.11.80 shall be:
Tdtat.: T Unit
: Sug-: Article Description : of
L2 . Ouantity ;
i1 Clocks capeble of operating only an  :
: AC powes....... herieerateenii e : No.
i‘:ml clocks:
20 : L : Bo.
30 : Case..........ceeiviinnnn : Ne.
A0 : Battery............co0nnnn . No.
Other clocks: :
30 : Movemsnt.................. : Bo.
60 : Case..................ult : No.
70 : Battery................... : No.
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(1) The statistical suffixss for subheading $103.19.30 shall be:

TStat.: : Unit
: Sug-: Article Description : of :
L SAK . uentity ©
Travel clocks :
10: = Movemmmot................c.000nn : Bo..... v
: dutiable jewels : Mo.
20 {7 T : Bo.
Other clocks: :
30 MOVEREDE. ... . .ovvevicnnecnanans ¥o..... v:
dutiable jewels... No.
40 CaBO......iiviiiiiii it Mo,

(m) The statistical suffixes for subheadings 9103.21.40, 9105.21.80 and 9105.01.40 shall be:

:Stat. : : Unit
: Suf-: Article Description : of :
H 4% 3 L ousntity o
: 10 Clocks capeble of cperating anly a - :
: AC DOWOE......covivvinnnnnnanannnnns
: Other clocks: :
20 : Movement and case.............. : No. of
H : movemants
30 : Battery.......ooovnninnn e : Ne.

(n) The statistical suffixes for subbesdings 9105.29.30 and §105.99.40 shall be:

:Stat.: : Unit
: Sug-: Article Description H of :
10 : Movement.......... et rer e : Bo..... v
: dutiable jewels... No :
20 CaBe. .. .ottt

(0) The statistical suffixes for subheading 9105.91.80 shall be:

:Stat. : : Undt
: Sug-: Article Description : of :
S+ S i Quantity ;
Clocks capable of operating omly on
AC power:
10 Movemsnt
20 Case...

(p) The statistical suffixes for subhsadings $108.11.40, $108.11.80, 9108.12.00, 9108.19.40 and 9108.19.80 shall be:

TStat.: : Unit

: Sug-: Article Description : of :

It L Quantity ;

: 10 MOVERENL ... ...coniiiinnnaniniiiiians : No :
20 : D Y L No

(q) The statistical suffixes for subheadings 9109.11.10, 9109.11.20, 9108.11.40, $109.11.60, 9109.19.10, 9108.19.20,
$109.19.40 and 9109.19.60 shall be:

Stat. : : Undt
: Suf-: Article Description : of :
ifix L Quantity ©
: 10 Clock movements capable of operating :

: only on AC power.............oc0nnne

20 : Movemsnt......... TR : Mo.
30 ¢ BattarY. .. ..ottt : Mo,
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The following is listing of all the possible statistical reporting mumbers resulting from the application of provisions of

U.S. statistical note 1 above along with their respective check digits:

Statistical

reporting Check

9101.
9101.
9101.
9101.
9101,
9101.
9101.
9101.
9101,
8101.
9101.
9101,
9101.
9101.
9101,
9101.
9101.
8101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
8101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
8101.
9101.
8101.
9101.
9101.
9101.
9101,
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
9101.
$101.
9102.
9102.
0102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.

11.
11.
11.
11.
1.
11.
1.
11,
12.
1.
19.
18.
18.
18.
19.
18.
19.
. 8040
.4010
.4020
.4030
.8010
. 8020
. 8030
.1010
.1020
.1030
.2010

11.

4010
4020
4030
4040
8010
8020
8030
8040
0010
0020
4010
4020
4030
4040
8010
8020
8030

2020
2030

.3010

3020

.3030

4010
4020

. 4030
.3010
.5020
.5030
.6010
.6020
.6030
.2010
.2020
.4010
. 4020
.4030
.8010
.8020
.8030

2010
2020
4010

.Q.OPUQQ.ONOUNOFONDO.MUD0.0U\IOD‘U\‘OH‘FUNO0.000.0GONHUMONDUU\IQN.OOFHHU\INONOO

Statistical

reporting Check
—mmber  dizit

9102.
9102.
8102.
9102.
9102.
9102.
9102.
9102.
9102.
8102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
0102.
9102.
9102.
9102.
8102.
8102.
9102.
9102.
$102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102,
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102,
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.

11.

11.
1.
11.
11,

12.

12.

18.
19.
18.
19.
19.
18.
19.
19.
19.
19.
19.
19.
19.
19.
19.
19.
21.
21.
21.
21.
21.
21.
a1.
21.
21.
21.
21.
21.
a1.
21.
a1.
a1.
21.
21.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.
29.

1.
11.
11.
11.
1.
11.
1.
1.
1.
11.
1.

5010
5020
5030
3040
6310
6520
8330
6340
7010
7020
7030
7040
9310
9320
9330
9340
0010
0020
2010
2020
2030

2040

4010
4020
4030

u-onuuwonouuoNbuvouta.counbuo-ouuu.ouu\nonvooanonnuuuuuo—owuuuo».n.oonuu-ocou

Statistical

reporting Check

9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
8102.
9102.
9102.
9102.
9102.
8102.
9102.
8102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
9102.
$102.
9102.
$102.
9102.
9102.
9103.
§103.
9103.
9103.
9103.
9103.
9103.
9103.
8103.
9103.
9103.
$103.
9103.
9103.
9103.
9103.
9104.
9104.
9104.
$104.
9104,
9104,
9104,
9104.
9104,
9104,
9104.
9104.
9104.
9104,
9104,
9103,
910S.
910S.
9103.
910S.
9103,
9103.
91035,
8103.
910S.
9103.
9108.
9105.

29.
29.
29.
29.
29.
29.
29.
28.
29.
29.
29.
29.
29.
28.
91.
91.
81.
01.
91.
91.
91.

4020
4030

2010

.2020
.4010
.4020
.6010
.6020
.8010
. 8020
.2010
.2020
.2030

2040
4010

.4020
.4030
.4040
.8010
. 8020
.8030
. 8040
.0010
.0020
.0030
.0040
.0510
.0320
.1010
.1020
.2510

.3010
.3020
.4310

CONSGNOHUWLWOOONDHOFHWOHAGLULONVOONIOONIIPOLHWLLULVNOOHWVLIONSILVNDLIAOONOOIOLWLIGONAGO W

Statistical

reporting Check

9108.
9103.
9103.
910S.
9108.
9108.
9108.
9105.
910s.
910S5.
9108.
9108.
9105,
9108.
9108.
9108.
9108.
9108.
9108.
9103.
9108.
9108,
$10S.
910S.
910S.
910S.
9103.
9103.
$108.
9105.
9108.
$105.
9105.
9108.
9103,
910S.
9103.
9108.
9108.
9108.
9108.
9108.
9108.
9108.
9108.
9108.
9108.
9108.
9108.
9108.
9108.
9108.
$108.
9109.
$109.
9108.
9109.
9108.
9109.
9108.
9109.
9109.
9109.
9108.
$109.
9108.
9108.
9108.
9108.
9108.
9108.

19.
18.
18.
18.
19.
19.
19.
18.
18.
19.
19.
21.
21.
al.
21.
21.
21,
29.
29.
29.
29.
29.
29.
81.
91.
81.

91.
91.
91,
91.
91.
99.
9.
99.
9.
99.
99.
11.
11.
11.
11.
12.
12.
19.
18.
18.
19.
11.
11.
11.
11.
11.
11.
11.
1.
11.
11.
11.
11.
1.
1.
19.
19.
19.
18.
19.
19.
19.
19.

18
19

1020
1030
1040
2010
2020
2030
2040
3010
3020
3030
3040
4010
4020
4030
8010
8020
8030
1010
1020
2010
2020
3010
3020
4010
4020
4030
8010
8020
8030
8040
8050
2010
2020
3010
3020
4010
4020
4010
4020
8010
8020
0010
0020
4010
4020
8010
8020
1010
1020
1030
2010
2020
2020
4010
4020
4030
6010
6020
6030
1010
1020
1030
2010
2020
2030
4010
4020
4030
6010
.6020
.6030

WA BPOONINIOOHWIAAGGONONSIONOH GO VNOWVMNNOOHVYONIAHWUNS >R NOHAROONSIOANIOR>OG
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Heading/ |Stat. Units Hates of Duty
Sut. Articie Description of 2
Subheading| 3 Quantity [ Tenera Spec
9101 Wrist watches, pocket watches and other watches,
including stop watches, with case of precious
-uloxotmdcu-uhpneim metal:
Wrist wetches, battery powered, whether
or not incorporating & stop wetch
‘ facility:
9101.11 With mechanical display only
9101.11.401} 2/ Baving no jewels or enl.v e jewsl
in the movemsnt....... Ceereieieaeas by 51¢ each * Free (L. IL) $2.25 each
6.253 on the |45.9¢ each ¢ + 453 on
case and - 5.6 on the the case
strap, band case and strsp, + 802 on
or bracelet band or bracelet | strep,
+ 5.3 on +4.71 n the band or
the battery battery (CA) bracelet +
352 on the
battery
9101.11.80) 1/ [+ 3 »Y; 87¢ each + Pree (E,IL) $3.23 each
’ 8.252 on the |78.3¢ eech ¢+ + 452 on
case and 5.6% an the the case
strep, band case and strsp, + 802 on
or bracelet band or bracelet | the strap,
+ 532 + 4.7 1 on the bend, or
the battery battery (CA) bracelet ¢
352 oo the
battery
9101.12.001 1/ With opto-electromic display anly........ V 3.9 on the Tree (L, IL) sz
sovemsnt, 3.5 on the
cese and movemsnt, case
strap, band and uxq. band
or bracelet or bracelet ¢
+ 5.2 m 4.7% on the
the battery (CA)
battery
9101.10 Othes:
9101.18.40} )/ Bsving no jewsls or cnly cne jewel
inthe mOvVemENt. ........0ovnnnunnces 1/ S1¢ each ¢+ Free (E,IL) 82.25 each
6.25% o 45.9¢ each ¢ + 452 on
the case and 9.62 on the the case
strep, band case and strap, + 802 on
or bracelet band or bracelet | the strap.
+ 5.32 on + 4.7 2 cn the band or
the battery battery (CA) bracelet +
352 oo
the
battery
9101.19.80) 1/ Other...... Ceeeenn eeeraarree e bY; 87¢ each + Free (E.IL) 83.25 each
6.252 on 78.3¢ each + + 451 on
the case and 5.62 an the the case *
strap, band case and strep, 802 on the
or bracelet band or brecelet | strsp,
+ 5.3 n + 4.7 1 on the band or
the battery battery (CA) bracelet +
352 on the
< battery
Other wrist watches, whether or not
incorporating a stop wetch facility:
9101.21 With sutomstic winding:
9101.21.401 1/ Bsving over 17 jewels in
the SOVEmERt........covinannrncnnns v 82.30 each ¢+ |Pree (E,IL) $11.50 each
6.251 on the | $2.07 each ¢ + 453 on
case and 5.61 on the the case *
strap, band case and strap, 802 on the
or bracelet band or strep,
brecelet (CA) band or
bracelst
9101.21.80{ )/ [0 5% )Y $2.30 each + |Free (E,IL) $5.75 each
6.252 on the |S2.07 each ¢+ + 452 on
case and 5.62 on the the case *
strap, band case end strap, 802 on the
or bracelet band or strep,
bracelet (CA) band or
bracelet
1/ See U.S. statistical note 1 to this chapter.
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HARMONIZED TARIFF SCHEDULE of the United States

1/ See U.8. statistical note 1 to this chapter.

Annotated for Statistical Reporting Purposes X‘glg
e ‘“,Fﬁ_ Units “Rates of Duty
Sut. Article Description of 1 2
Subhesding| g Quantity General Special
9101 Wrist watches, pocket watches and other watches,
(oom.) including stop watches, with case of precious
metal or of metal clad with precious metal (cam.):
Other wrist watches, whether or mot
incorporsting & stop watch facility (oom.):
9101.29 Other:
0101.29.10] L/ Baving no jewels or only cne jewel
in the soveamt........ [ Vv S1¢ each + Free (L,IL) $2.25 each
6.252 on the |45.9¢ each + + 45 on
case and 5.63 on the the case +
strap, band case and strsp, 802 om the
or bracelet band o2 strap,
bracelet (CA) band or
bracelet
9101.29.20} )/ Baving ovez 1 jewsl but not over
7 jowels in the movement............ 3/ 87¢ each + Pree (E,IL) $3.25 each
6.252 an the |78.3¢ each + + 45 on
case and 5.61 on the the case +
strap, band case and strap, 802 on the
or bracelet bend or strsp,
bracelet (CA) band or
bracelet
Baving over 7 jewels but not over .
17 jowmls in the moveamnt:
With sovemsnt valued not over
$13 each:
101.28.%01 1/ With sovemsnt msasuring
oot over 15.2 mm.......... )Y, 82.83 each + |[Free (E,IL) 84,73 each
6.25% om the | $2.585 sach ¢+ + 453 on
case and 5.6 on the the case ¢+
strep, band case and strep, 802 on the
or bracelet | band or strap,
bracelet (CA) band or
bracelst
$101.28. 801 1/ With sovemsnt msasuring
over 15.2mm.............. vV $2.40 each + |Free (E,IL) $4.75 each
6.253 on the |$2.16 each + + A5 on
case and 5.6% oo the the case +
strap, band case sd strsp, 80X on the
or bracelet band or strap,
bracelet (CA) band or
bracelet
9101.29.30| V/ With movemsot valued over 315
tesheesscsenes teveetserenes 3/ 81.27 each + |Free (E,IL) $4.75 each
6.252 on the |$1.143 each ¢+ + 452 om
case and 5.6% on the the case +
strap, band case and strap, 802 on the
or bracelet band or strap,
bracelet (CA) bend or
bracelet
9101.29.00] )/ Baving over 17 jewels in the .
MOVERERL . ... ..eiiiiireiiaeeiianennn 3/ $2.30 each + |Free (E,IL) $11.50 each
6.252 on the |[S$2.07 each + 4+ AST on
case and 5.62 on the tho case +
strap, band case and strap, 802 on the
or bracelet band or strap,
bracelet (CA) bend or
bracelet

B-10
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HARMONIZED TARIFF. SCHEDULE of the United States

glg Annotated lor Statistical Reporting Purposes
Hesding/ [Stat Units Rates of Duty
Suf. Article Description of 2
Subheading| & Quantity General Special _
9101 Wrist wetches, pocket watches and otber wetches,
(cam.) including stop watches, with case of precious
nnlaot-uleuﬂmpnim-al(ea):
Other:
9101.01 In.un powered:
9101.01.20) )/ With opto-electranic display cmly... 3/ 3.92 on the Pree (Z,IL) st
sovemsnt 3.52 on the move-
ad case ¢+ ment and case ¢
5.3% on the 4.7% on the
battery battery (CA)
Other:
0101.81.40} 3/ Having no jewels or only one
“jowsl in the sovemsnt.......... by} $1¢ eech ¢ Free (E,IL) $2.25 esach
6% on the 45.9¢ oach ¢+ 5.42| + 452 an
case + 5.32 an the case + the case +
an the 4.72 on the 352 on the
battery battery (CA) battery
0101.91.00} 1/ Other.......o00nnee beseneseaonn i 87¢ each + Pree (L, IL) $3.25 esach
62 an the 78.3¢ oach + 5.42| + 452 on
case + 5.3% on the case + the case +
on the 4.7% on the 352 on the
battery battery (CA) battery
9101.90 Other:
9101.90.20§ 1/ Baving no jewels or not over ?
Jowels in the sovemsnt.,............ v $1¢ each + Free (E,IL) 82.25 each
62 on the 45.9¢ each ¢ S.42| + 451 om
case an the case (CA) | the case
over 7 but not over 17
Jowels in the sovemnt:
0101.99.40}1 1/ With movement valued not over
813 each..... teeesessesienriaes 1. $1.95 each + |Pree (Z,IL) $4.7S each
62 on the $1.75S each + + 452 on
case 5.42 on the the case
case (CA)
9101.90.60] 1/ With movemsnt valued over 813
each............. Cererietaiaeas by 81.27 each + |Pree (E,IL) 84.75 each
62 on the $1.143 each + + 452 on
case 5.42 on the the case
case (CA)
9101.99.80] }/ m over 17 jewels in tho
........................... pY; 8$2.30 each + |Free (EZ,IL) $11.50 each
62 on the $2.07 each + + 452 on
case 5.42 on the the case
case (CA)

13/ See U.S. statistical note 1 to this chapter. B-1
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HARMONIZED TARIFF SCHEDULE of the United States

Annotated ‘lor Statistical Reporting Purposes glﬁ
Heading/ |St. ‘ Units Fates of Duty
: SufJ Article Description of 2
Subheading| 3" B L Quantity General Special
9102 Wrist watches, pocket wetches and other wetches, '
including stop watches, other than those of
heading 9101:
Wrist watches, battary powered, whether or
not incorporsting s stop watch facility:
9102.11 © With mechanical display only:
Baving no jewels or anly one
Jowel in the movement:
With strap, band or bracelst
of textils material or of base
metal, whether or not gold- or
ulv-r-phud
$102.11.101 )/ With gold- or silver-
plated case............... 3/ 440 each + Tee (E*,IL) $1.90 eech
6X on the 9.6¢ each + + 458 on
case + 142 5.43 on the the case
oo the case + 12.62 + 1102
stzep, band an the an the
or bracelet strap, band strap,
+ 53 e or bracelet band or
the battery +4.72 on bracelet +
the battery (CA) | 352 an the|-
i battery
9102.11.23%} J/ Other............coiinnnnn D VN 40¢ each ¢+ . Free (*,IL) $1.70 each
8.5 on the 36¢ each + + 452 on
case + 142 7.62 on the the case +
on the case + 12.62 1102 oo
strap, band - on the the strep.
or bracelet strap, band band oz
+532 on or bracelet bracelet +
the battery +4.7T 352 on the
the battery (CA) | battery
9102.11.30} 1/ With gold- or silver- B
plated case............... )Y 44¢ oach + Free (L,IL) $1.90 each
61 on the 39.6¢ each + + 452 om
case ¢ 2.8% 5.43 on the the case +
on the case ¢+ 2,52 352 on the
strap, bend an the strap,
or bracelet strap, band band or
+ 532 or bracelet bracelet +
the battery +4.72 352 on
the battery (CA) | the
battery
9102.11.45]} 1/ Other.........oo0vvvvnennn ) 40¢ each ¢+ Free (,IL) $1.70 each
8.51 on the 36¢ each ¢+ + 452 on
case + 2.82 7.62 on the the case +
on the case + 2,52 352 on the
strap, band on the strap,
or bracelet strap, band band or
+ 5.3 on or bracelet bracelet +
, the battery +4.72 @ 352 on the
the battery (CA) | battery

3/ See U.S. statistical note 1 to this chapter.
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HARMONIZED TARIFF SCHEDULE of the United States

g}g Annotated lor Statistical Reporting Purposes
Heading/ |Stat. Units Rates of Duty
¥ | 'sut. Article Description of 2
Subhesding| 3 Quantity General Special
9102 Wrist wetches, pocket watches and other watches,
(com.) including stop watches, other than those of
heading 9101 (com.):
Wrist watches, battery powered, whether or
not incorporating s stop watch facility
(con.):
9102.11 With mechanical display only (com.):
(com.)
With strap, band or bracelst
of textile matarial oz of base
metal, whether or not gold- or
silver-plated:
9102.11.501} )/ With gold- or silver-
plated case............... by} 80¢ each + Free (E*, IL) $2.90 each
62 an the 72¢ each ¢+ 5.42 + 452 on
case + 142 an the case ¢ the case ¢
on the 12.63 on the 1102 on
strap, band strap, band or the stzap,
or bracelet bracelet ¢ band or
+ 53 4.72 on the bracelet +
the battery battery (CA) 352 an the
battery
9102.11.65] }/ ORDer......0ocvvvinen 1/ 76¢ each + Free (2*,IL) $2.70 each
8.5% an the 68.4¢ oach ¢+ 7.63 | + 452 on
case + 142 on the case + the case *
on the 12.62 on the 1102 on
strap, band strap, band or the strap.
or bracelet bracelet ¢ band or
+ 5.3 o 4.71 on the bracelet +
the battery battery (CA) 352 on the
bettery
Other:
9102.11.70] 3/ With gold- or silver-
plated case............... »Y) 80¢ each + Pree (E,IL) $2.90 each
62 on the 72¢ each ¢ 5.42 + 452 on
case ¢+ 2.02 on the case ¢ the case *+
oo the 2.52 on the 352 on the
strsp, band stresp, band or strep,
or bracelet bracelet ¢ band or
+ 5% 4.72 on the bracelet *
the battery battery (CA) 352 on the
battery
9102.11.95) 3/ Other........oovnvnvennnnnn 1/ 76¢ each ¢+ Free (E.IL) 82.70 each
8.52 on the 68.4¢ oach + 7.62 | + 452 on
case ¢ 2.02 on the case + the case *
an the 2.5% an the 352 on the
strap, band strap, band or strap,
or bracelet bracelet ¢ band or
+ 532 on 4.72 on the bracelet +
the battery battery (CA) 352 on the
battery
$102.12.00} 3/ With opto-electronic display omly........ by 3.92 on the Free (E,IL) 352
soveamt, 3.5 on the
case and sovemsnt, case
strap, band and strep,
or bracelet band ox
bracelet ¢
4.7% on the
battery (CA)
1/ See U.S. statistical note 1 to this chapter. B-13
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HARMONIZED TARIFF SCHEDULE of the United States

Annotated lor Statisticsl Reporting Purposes ’glg
Heading/ [Stat. Units Hates of Duty
Sut. Article Description of 1 2
Subheading| § cd Quantity General Special
9102 Wrist watches, pocket wetches and other
(com.) watches, including stop wetchee, other
than those of heeding 9101 (com.):
Wrist watches, battery powersd, whether or
not %comutm a stop watch facility
(com.):
9102.18 Othes: :
Hsving no jewels or only one jewel
in the movemsnt:
9102.19.20} 1/ With strep, band or bracelet of
textile material or of base
metal, whether or not gold-
or silver-plated............... 3/ 40¢ each + Free (E*,IL) S1 § eacn
62 on the 36¢ each + 5.4 4+ 4% on
case + 142 on the case + tre ~ase +
on the 12.62 on the 1102 on
strap, band strap, band or the strap,
oz bracelet bracelet ¢ band or
+ 532 o 4.7 on the bracelet +
the battery battery (CA) 352 on the
battery
9102.19.40] 1/ Other............ erereieieaa )Y; 40¢ each ¢ Free (E,IL) $1.70 each
6% on the 36¢ each + 5.42 + 451 on
case ¢+ 2.82 on the case + the case +
on the 2.52 on the 35T cn the
strep, band strap, band or strap,
or bracelst bracelet + band ar
+ 532 omn 4.73 on the brace.et +
the battery battery (CA) 352 on the
tattery
Other:
9102.19.80} 1/ © With strap, band or bracelet
of textile material or of base
metal, whether or not gold- .
or silver-plated..... [N 1 78¢ each + Free (Z+,IL) $2.70 each
, 63 on the 68.4¢ oach + 5.42| + 52 on
case + 142 on the case + the case ¢+
an the 12.62 on the 11.2 on
strap, band stzap, band or the strap,
or bracelet bracelet + bar.c or
+ 532 on 4.72 on the bracelet +
) the battery battery (CA) 352 on the
) battery
9102.19.80] 1/ Other........oiviiviniinnenns b 76¢ each + Free (E,IL) $2.7) each
62 on the 68.4¢ oach + 5.4 ] + 451 on
case + 2.82 on the case + the case *
on the 2.5 on the 352 on the
strap, band strap, band or strap.
or bracelet bracelet + band or
+ 52 4.72 on the bracelet +
the battery battery (CA) 352 on the
battery
1/ See U.S. statistical note 1 to this chapter.
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HARMONIZED TARIFF SCHEDULE of the United States

zlﬁ Annotated for Statistical Reporting Purposes
Subheading Sut. Article Description of 2
(X2 Quantity Genersl Special
9102 ‘Wrist watches, pocket watches and other ’
(oam.) wetches, including stop watches, other
than those of heeding 9101 (com.):
Other wrist wetches, whether or not
incorporating a stop watch facility:
$102.21 With sutometic winding:
Beving Do jewels or anly cne
Jowsl in the movemsnt:
9102.21.10} V/ With stzep, band or bracelet
of textile msterial or of
bese sstal, whether or not
gold- er silver-plated......... v 756 each ¢+ Free (E*,IL) $2.70 each
62 oo the 67.5¢ oach + 5.42| ¢+ 453 on
case ¢ 143 on the case ¢+ the case +
can the 12.62 an the 1102 on
strap, bend stzep, band or the strap,
or bracelet bracelet (CA) band oz
bracelet
0102.21.231 V/ Rhes.....onne besesesrasecees ) 75¢ each + Pree (L, IL) $2.70 each
: 62 on the 67.5¢ each + S.43 | + 45X on
case ¢+ 2.02 on the case + the case +
an the 2.53 on the 352 on the
strap, band strap, band or strap,
or bracelst bracelet (CA) band or
bracelet
Baving over cne jewel but not
over 17 jewsls in the sovemsnt:
9102.21.30} )/ With strep, band or bracelet
of taxtile material or of
base mestal, whether or not
sold- or silver-plated......... pY; $2.19 eech ¢+ Pree (E*,IL) $5.20 each
62 on the 81.971 each ¢+ 4 453 on
" case ¢ 142 5.43 on the the case +
an the case + 12.62 1102 an
strap, band on the strap, the strasp,
oz bracelet bend or band or
bracelet (CA) bracelet
9103.31.50} 1/ (2,3 i $2.19 each + |Pree (E,IL) 85.20 each
62 on the 81.971 each ¢ 4+ 452 on
case + 2.8 5.42 on the the case *
on the case + 2.53 352 on the
strsp, band on the strap, strep,
or bracelet band or band or
' bracelet (CA) bracelet
Saving ever 17 jewels in the
soveaent :
9102.21.70§ 1/ With strap, band or bracelet
of taxtile meterial or of base
metal, whether or not gold- or
silver-plated.................. py) $2.19 each + |Free (E*,IL) 810.95 each
82 an the $1.971 each ¢+ + 453 om.
case ¢ 142 5.43 on the the case *
an the case + 12.62 1102 an
strap, band on the strep, the strap,
or bracelet band or band or
bracelet (CA) bracelet
9102.21.90} 1/ Othes........ e pY; $2.19 each + |Free (E,IL) $10.95 each
62 on the $1.971 each + + 453 on
case + 2.02 5.43 on the the case +
on case + 2.52 352 on the
strap, band on the strap, strsp,
or bracelet band or band or
bracelet (CA) bracelet

1/ See U.S. statistical note 1 to this chapter.
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HARMONIZED TARIFF SCHEDULE of the United States

1/ See U.S. statistical note 1 to this chapter.

Annotated for Statistical Reporting Purposes ’glg
Hesding/ [SBt. Units Rates of Duty_ i
.| Sut. Articie Description of 1 2
Subheading| § ¢ Quantity [ Conersl Special_
9102 Wrist wetches, pocket watches and other
(com.) watches, including stop watches, other
than those of heading §101 (com.):
Other wrist watches, whether or nmot
incorpozr > ating & stop wetch facility
(eom.):
9102.29 Other:
Baving Bo jewels or anly one jewel
in the movemant:
9102.28.08} 1/ With strap, band or bracelet
of taxtile material or of
base metal, whether or not
gold- or silver-plated......... b A0¢ each + Free (E* IL) 81.70 each
62 on the 36¢ each ¢+ + 452 on
case + 143 5.42 on the the case *
on the case + 12.682 1103 an
strep, band on the strap, the strep,
or bracelet band or band or
bracelet (CA) bracelet
9102.29.10| 3/ Other......oovvverrinninnnnnns pY) 40¢ each ¢ Free (3,IL) $1.70 each
62 oo the 36¢ each ¢+ + 452
case + 2.83 5.43 on the the case +
on the case + 2.52 332 on the
strap, band on the strap, strap,
or bracelet band or band or
bracelet (CA) bracelet
Baving over one jewel but not over
7 jewels in the movement:
9102.29.15| 1/ With strap, band or bracelet
of textile material or of
base metal, whether or not
sold- or silver-plated......... 1/ 76¢ each + Free (E*.IL) 82.70 each
62 on the 68.4¢ each + + 432 on
case + 142 5.42 on the the case +
on the case + 12.62 1102 an
strap, band con the strap, the strep.
or bracelet band or band or
bracelet (CA) bracelet
9102.29.20) 1/ Other..........oooiviiinvnnn.. Y 76¢ each + Free (E,IL) $2.70 each
62 oo the 68.4¢ oach ¢+ + 452 on
case + 2.082 5.43 on the the case +
on the case + 2.32 352 on the
strap, band on the strap, strsp,
or bracelet ‘band or band or
bracelet (CA) bracelet
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HARMONIZED TARIFF SCHEDULE of the United States

g‘xﬁ Annotated tor Statistical Reporting Purposes
reading/ |SUL. Unuts Fates of Duty
o1 Suf. Articie Description of 1 2
Subhesding| 3 ¢ Quantity [ General Special
8102 Wrist watches, pocket watches end other
(com.) watches, including stop wetches, other
than those cf heading $101 (cem.):
Other wrist watches, whether or not
incorporating & stop watch facility (com.):
9102.29 Uther (com.):
(com.)
Qaving ovezr 7 but not over 17 jewels
in the movemsn?:
With soveasnt valued not over
S13 sech:
With movemsnt ssasuring
not over 15.2 mm:
9102.28.25] )/ With strasp, band or
bracelet of taxtile
material or of base
metal, whether or not
sold- or silver-
plated............... 1/ 82.74 each + Tree (E*.IL) $4.20 each
61 on the $2.468 oech + 452 on
case + 142 5.42 an the the case +
on the case ¢ 12.62 1102 on
strsp, band an the strap, the strap.
or bracelet band oz band or
bracelet (CA) bracelet
9102.29.30] 1/ Other................ 3 $2.74 osch + Free (E.IL) $4.20 each
83 on the 32.468 each ¢+ + 452 an
case + 2.83 .42 on the the case +
a the case + 2.52 352 o the
strep, band on the strsp, strap,
or bracelet band or band or
bracelet (CA) bracelet
With movement measuring
over 15.2 =
9102.29.33}1 1/ With strep, band or
bracelet of textile
material or of dase
metal, whether or not
gold- or silver-
plated............... 1/ 82.29 each + Free (E* IL) $4.20 each
62 on the 82.061 each + + 452 on
case + 142 5.4% on the the case «
on the case + 12.6% 1102 on
strap, band on the strap, the strsp.
or bracelet band or band or
bracelet (CA) bracelet
9102.29.40] )/ Other................ by 32.29 each ¢ Free (E,IL) $4.20 each
61 on the $2.061 esch + + 453
case + 2.82 5.4% on the the case +
on case + 2.52 352 an the
strep, band on the strap, strep,
or bracelet band or band or
bracelet (CA) brecelet
With sovemsnt valued over
3135 each:
9102.29.43} 1/ With strap, band or
bracelet of textile
matarial or of base
metal, whether or not
sold- or silver-plated.. py) $1.18 each ¢+ |Pree (E* IL) $4.20 each
62 on the $1.044 each + + 453 on
case ¢ 143 5.41 an the the case ¢
on the case ¢+ 12.63 1102 on
strsp, band an the strap, the strap,
or bracelet band oz band or
| bracelet (CA) bracelet
9102.29.30 1/ Other.............couuun... )Y $1.16 each + |Free (Z,IL) 84.20 each
82 on the 81.044 each *» + 452 m
case * 2.082 5.4 an the the case *+
on the case ¢ 2.3% 352 an the
strap, band oo the strap, strsp,
or bracelet band or band or
bracelet (CA) brecelet

1/ See U.S. statistical note 1 to this chepter.
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HARMONIZED TARIFF SCHEDULE of the United States

Annotated for Statistical Reporting Purposes g!g
~TStat Units — Hates of Duty
1 Suf Article Description of 1 2
Subheading| ¢ Quantity [™ General Specia
9102 Wrist watches, pocket watches and other -
(cem. ) watches, including stop wetches, other
than those of heeding 9101 (cam.):
Other wrist watches, whether or vot
incorporating s stop watch facility (cam.):
9102.29 Other (com.):
(eem.)
Baving over 17 jewsls in the
oovensnt
9102.29.35} 3/ With strap, band or brscelst
of textile msterial or of Dase
metal, whethar or not gold-
or silver-plated............... vV $2.19 each + Free (E*,IL) $10.95 each
62 an the $1.971 each + + 452 on
case + 142 5.41 on the the case ¢
oo the case ¢ 12.6% 1102 en
strap, band on the strap, the strap,
or bracelst band or band or
bracelet (CA) bracelet
9102.29.601} 1/ OtDer......covviieinnennnnnens by $2.19 each + |Free (E,IL) $10.95 each
82 an the 81.971 each ¢ + 452 on
case + 2,82 5.4% om the the case +
on the case + 2.53 352 on the
strep, band an the strsp, strep,
or bracelet band or band o2
bracelet (CA) bracelet
Othex:
8102.91 Battery powered:
9103.91.20} 1/ With opto-electromic display amly... by, 3.9% on the Free (E,IL) 38z
aovessnt 3.5 on the
and case + movemsnt and
5.3 oo the case * 4.72 em
battery the case (CA)
Other:
8102.91.40{ 1/ Baving no jewels or only one
Jewsl in the movemsnt.......... 3 40¢ each + Free (E,IL) $1.70 each
62 om the 36¢ each + 5.43 + 451 on
case + 5.32 on the case + the case ¢
on the 4.73 on the 352 on the
battery battery (CA) battery
9102.91.80} 1/ Othar......ovvveiiiienanennnnns pY; 76¢ each ¢+ Free (EZ,IL) $2.70 each
82 on the 68.4¢ vach + S. 4| + 452 on
case + 5.32 on the case + the case +
on the 4.72 on the 352 on the
battery battery (CA) battery
9102.99 Othar:
9102.96.20]} )/ no jewels or not over 7
owsls in the sovement.............. bY) 40¢ each + Free (E,IL) $1.70 each
62 on the 36¢ each + 5.42 + 452 on
case on the case (CA) | the case
Baving over 7 but not over 17
owels in the movement:
9102.99.40} )/ With movessut valued not
over S15 eead.............0u0t v $1.84 each + Pree (Z,IL) $4.20 each
63 an the 8$1.658 each ¢ + A5 on
case 5.42 on the the case
9102.99.80} 1/ With movemsnt valoed case (CA)
over 815 each..............00t bY) 81.18 each ¢+ Free (E,IL) $4.20 each
62 on the $1.044 each + ¢ 452 on
case 5.42 on the the case
9102.98.80| 1/ Baving over 17 jewels in the case (CA)
movement........... Gesersennanaraes by $2.19 each ¢+ |Pree (EZ,IL) $10.93 each
62 on the $1.971 each + + 452 on
case 5.42 on the the case
case (CA)

1/ See U.S. statistical note 1 to this chapter.
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HARMONIZED TARIFF SCHEDULE of the United States

Annotated for Statistical Reporting Purposes :‘:Ig
Feading/ |SUt Units __Hates of Duty.
Subheadi Sut. Article Description of 2
| & cd Quantity [~ General Special_
9111 Watch cases and parts thereof:
9111.10.00) 00|S Cases of precious metal or of metal
clad with precious metal...... eereereeetieans Bo...... 15¢ each ¢ Pree (Z,IL) 75¢ each +
81 13.5¢ each + 453
5.43 (QA)
9111.20 Cases of base metal, whether or not gold-
or silver-plated:
9111.20.20] 00(8 Gold- or silver—plated...........coc0nnnn No...... 8¢ each + Pree (E,IL) 40¢ each +
[} 7.2¢ oach ¢ 452
5.42 (CA)
9111.20.40] 00{3 [o3 -  P Bo...... | 4¢ each + Free (E,IL) 20¢ each +
8.52 3.8¢ each + 452
7.62 (CA)
9111.80.00} 00|0 Other Cases........covvvvnueernanns [, Mo...... 4¢ oach + Free (E,IL) 20¢ each +
8.5 3.6¢ each + 452 -
7.62 (CA)
9111.90 Parts:
9111.90.40] 00|0 Of precious metal or of metal clad
with precious metal............. e Bo...... [ 4 Free (E,IL) 75¢ each +
7.2 (CA) 452
Other:
9111.90.50 00|7 Bezels, backs and centers........... Bo...... 26 each + Free (B.IL) 10¢ each +
. 8.52 8¢ each + 451
7.62 (CA)
9111.90.70§ 003 [0, . T Bo...... 8.12 Free (E,IL) 452
7.22 (CA)
9112 Clock cases and cases of a similar type for
other goods of this chapter, and parts thereof:
9112.10.00] 00{4 Cases of metal...........coiiiieineiannnnnnnn, No...... 6.93 Free (B3,E,IL) 452
‘ 6.2% (CA)
9112.80.00| 00(9 Other Cases.............covivinrennnnennnnnnns Bo...... 6.92 Free (A,B.Z,IL) (¥}
6.22 (CA)
9112.90.00] 00{7 2% 2 T X....... 6.92 Free (A,B,L,IL) (¥}
6.22 (CA)
9113 Watch straps, watch bands and watch bracelets,
and parts thereof:
9113.10.00§ 00{3 Of precious metal or of metal clad
with precious metal..............co00vunnnnn. X...... . je.53 Free (A*.E,IL) 802
. 5.82 (CA)
9113.20 Of base metal, whether or not gold- or
silver-plated:
Straps, bands and brecelets:
9113.20.20] 00|7 Valued not over SS per dosen........| Des.. 142 rz-;,ug.n.) 1102
12.62 (CA)
9113.20.40} 00|3 Valued over 85 per dogzen............ Dos. . 142 Free (E,IL) 1102
12.62 (CA)
Parts:
9113.20.80) 008 Of watch bracelets, valued not
over S12 per dosem.................. Xooooonn 112 Free (A.E,IL) 1102
9.92 (QA)
9113.20.90) 00{2 [, 3.7 P X....... 112 Free (AR, IL) 1102
9.92 (CA)
$113.90 Other:
9113.90.40| 008 Of textilo meterial............ccouunnen. X.o...... o Free (E,IL) 78.53
18.13 (CA)
9113.90.80 00(9 Other..........covnee Ceeeeriiteaaas X....... 2.02 Free (AR, IL) 352
2.5 (CA)
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Federal Register / Vol 53, Na. 221 / Wednesday, November 16, 1968 / Notices

[TA-131(0)-13, TA-583(a)- 17, and 332-266]

Probabie Economic Effect of Providing
Duty-Fres Trestment for Watches
Under the Generaiized System of
Preforences

AGENCY: United States lnternational
Trade Commission.

ACTION: Institution of irvestigation and
scheduling of bearing.

SUMMARY: Following receipt on October
18, 1968, of a reguest from the US. Trade
Representative made in part at the
direction of the President, the
Commission instituted investigation
Nos. TA-131(b}-13, TA-503(a}-17, and
332266 under sectians 503(a) and 131(b)
of the Trade Act of 1874 (19 US.C.
2483(a) and 2151(b)) and section 332(g)
of the Tanff Act of 1930 (19 US.C.
-3332(g))—

(1) Pursoant o sections 503(a) and
131(b) of the Trude Act, and the
authority of the Prasident delegated to
the U.S. Trade Representative by
esctions ¢(c) and 8{c) and (d} of C-2
Executive Order 11646, a3 emended. to

** advise the President, with respect to the




c-3
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s N e—

watches provided for in sech
sabhezding under the Tarll
Schedule of the United States (HTIS)
. beading 9701 and 9102. &3 to the
pobabkoconomiccﬂodm
industriss producing er ass :
watches end US. industries producing
or assembling waich bamds, straps or
bracelets and on US. censumers of the
elimination of U.S. inport duties under
the US. Generalized Systsm of
erences (GSP). Seperats advice will
provided for the watch - .
manufacturing and assembly industry
and the watch band, strap and bracelst
manufacturing and assembly industry
and for each of two geographic areas
O moaey in providing it advice,the
). In ts
USTR requested the Commission to
a-mmtbemﬁu&f.&ec‘ﬁ’;udd
pot apply to imports that wo
excluded from receiving such benefits
by virtus of the “competitive moed™
limitations specified in section 304{c) of
the Act.
The Commission will provide, to the
degree possible, data on the following
factors for the most recent three year
period for each of the aforementionsd
U.S. industries: Annual production,
capacity, capacity stilization, domestic
shipments, exports, inventories,
employment. wages, and financial
experience (including prices). Data will
also be provided. to the extent possible,
on the following factors for current and
petential foreign producers: current and
poteatial production capacity and
capecity utilization, domestic shipments,
and exports to US. and other markets.
(2) Pursuant to section 332(g) of the
Tariff Act and at the direction of the
President, to advise the President, with
respect to whether articles like or
directly competitive with the watches
described in each 8-digit subbeading of
headings 9101 and 9102 of the HTS were
being produced in the United States on
January 3, 1985 for purposes of section
S04(d) of the Trade Act.

_EFFECTIVE DATE: November 7, 1068

POR PURTHER MIFORMATION CONTACT:
Ms. Linda Linkins (202-252-1499), Office
of Industries. For information on legal
asoects of the investigation contact Mr.
William Gearhart of the Commission’s
Office of the General Counse! at 202-

- 252-1001. e

The USTR announced the items which
have been sent to the Commission for
probable economic effect advice in the
Fedaral Register of October 7, 1968
FR 398576).

- ‘ - -

Fodesal Ragister / Vel $3, No. 831 f Wedneaday, W 1988 / Notices

Public Heasing

A pubilic hearing in connaction with
the invesiigation willbe heid ia the - -
Commission Hearing Room, 500 K Street
SW. Washington, DC 20436, beginaing
10, 1960. All
persans shell have the right to appear by
oounsel or in perssx, to present - :
Wcmaﬂm.ndbbchhctjm
wishing to appeur at the pubiic hearing
shouid file requests to appear and
should fils prehearing briefs (original
and 14 copies) with the Secretary,
United States lnternational Trade
Commission, 500 E 8¢ SW.,
Washington, DC 20436, not later than
moona, December 28, 1988. Pos

beiets must be filed by January 17, 1086

Writtan Submissions

In lieu of or in addition to
appearancss at the public hearing,
interested persons are invited to submit
writtea statements concerning the
investigation. Written statements should
be received by the close of business on
january 17, 1868. Commercial or
finsancial information which a submitter
desires the Commission to wreat as
confidential must be submitted on
separats sheets of paper, sach clearly
marked “Confidential Business
Information” at the top. All submissions
req confidential treatinent must
comform with the requirements of § 2018
of the Commission's Rules of Practice
and Precedure (19 CFR 201.8). All
written submissians, except for
confidential business information, will
be mads svuilable for inspection by
interested persons. All submissions
should be addressed to the Secretary at
gnc. Commission’s office in Washingtoa,

Hearing-impaired individuals are
advised that information on this matter
can be obtained by contacting our TDD
terminal on (202) 252-1810.

By order of the Commission.
Kennsth R. Mason,
Secretary. .
. 1ssued: November 10, 1988.
[FR Doc. 88-26435 Piled 11-15-8% 8:45 am)
SLLEE COCE B-2-8

C-3



C-4

Federal Register / Vol. 54, No. 4 / Friday, January 8, 1989 / Notices

495

INTERNATIONAL TRADE
COMMISSION

I TA-131(D)-13, TA-503(a)-17, and 332-268]

Probabie Economic Effect of Providing
Duty-Free Treatment for Watches
Under the Generalized System of
Preferences

AQGENCY: International Trade
Commission.

AcTion: Amendment to hearing notice
and investigation schedule.

suMMARY: The following changes bave
been made to the schedule for Inv. Nos.
TA-131(b)-13, TA-503(a)-17, and 332~

268:
New scheduled
Activity dsle
Pre-hearing brists dus 10 the Com- | Jen. 17, 1968
Mmission. (CO8).
Heaning Jan. 23, 1900.
Posthearing briefs due t©© the | Jan 0, 1969
Comemession. (CO8).

The original notice of investigation
and hearing schedule was published in
the Federal Register on November 16,
1988 (53 FR 46128). All other schedule
dates listed in the original notice remain
the same.
errecTive OATE December 30, 1988.
FOR FURTHER INFORMATION CONTACT:
Ma. Linda Linkins, (202-252-1489),
Office of Industries.

Hearing-impaired individuals are
advised that information on this matter
can be obtained by contacting our TDD
terminal on (202) 252-1810.

By order of the Commission.

Issued: December 30, 1888.

Keaneth R. Masoa,
Secretary.

|FR Doc. 89-193 Filed 1-5-89; 8:45 am])
BILLING COOE 7020-02-M
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States Internatiocnal
Trade Camission's hearing:

Subject : PROBACLE BECONOMIC EFFECT OF
PROVIDING DUTY-FREE TREATMENT FOR WATCHES
UNDER THE GENERALIZED SYSTEM OF PREFERENCES.

Inv. No. : TA-131(B)-13, TA-503(a)-17,
and 332-266
Date and Time : January 23, 1989 - 9:30 a.m.
Congressional appearance:

Honorable Ran de Lugo, United States Representative, Virgin Islands,
and Chairman, Subcammittee on Insular and International Affairs

Honorable Ron Machtley, United States Congressman, State of Rhode Island
Public Officials:

Honorable Alexander A. Farrelly
Governor of the U.S. Virgin Islands

Honorable Holland L. Redfield, II, 18th lLegislature
State Senator of the Virgin Islands

Honorable Alicia Hansen
State Senator from the U.S. Virgin Islands

william Roebuck, Director of the U.S Virgin
Islands Industrial Development Camnission

Andrew Wechsler, Econamists Incorporated
(Econamic consultant to the Goverrment of
the U.S. Virgin Islands)

Ralph Mandrew of the Virgin Islands Workers Union

- more -



D-3

WIINESS AND ORGANIZATICN

Paul J. Armmold, former Cammissioner of Labor of the
Virgin Islands Government and currently Vice
President of Danested Corporation

Bill Alberger )
Peter N. Hiebert )—OF COUNSEL
Florence R. Keenan )

In Opposition to Duty-Free Treatment under GSP:

Steptoe & Jahnson
washingtan, D.C.

Belair wWatch Corporation, Benrus watch Campany, Inc.,
Helbros Watches, Inc., Jules Jurgenson Corporation,
Ronda watch Corporation

Paul R. Sutter, General Manager,
Ronda watch Corporation

Marilyn Mitchell, Finishing Inspector,
Master Time Campany Ltd (Virgin Islands)

Andrew Wechsler, Senior Econamist,
Econamists Incorporated

Susan G. Esserman ) —QOF COUNSEL

Textron, Inc.
wWashington, D.C.

Alfred M. Massotti, President,
Speidel Division of Textron, Inc.
(Accampanied by Harvey Applebaum and Bradford L.
Smith, Covington and Burling)

Steven Wein, Manager, lLegislative Affairs,
Textron, Inc.

In supcort of Dutvy-Free Treatment under GSP:

Hogan & Hartson

washington, D.C.
cn behalf of

Timex Corporation
Frank Sherer
Frank Judge
Dean Hill
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St. Maxens & Campany
Thamas F. St. Maxens

Randy E. Miller ) —OF COUNSEL

In_support of Duty-Free Treatment under GSP:

Arkansas Industrial Development Cammission
Little Rock, Arkansas

Dave Harrington, Executive Director

Ralston Purina Goverrmental Affairs
washingtan, D.C.

(Eveready Battery Campany, Inc. is a
subsidiary of Ralston Purina Campany)

Claude D. Alexander, Director,
Govermment Affairs
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HARMONIZED TARIFF SCHEDULE of the United States
Annotsted lor Statistical Reporting Purposes
Page 1

GENERAL NOTES

Imported All goods provided for in this schedule and imported into the customs territory

of the United States from outside thereof are subject to duty or exempt therefrom as prescribed in general notes 3 and 4.

of the United Ststes. The term “customs territory of the United States®, as used in the tariff schedule,

includes only the States, the District of Columbia and Puerto Rico.

. The rates of duty in the "Rates of Duty’ columns designated 1 ("General® and "Special®) and 2 of the

tariff schedule apply to goods imported into the customs territory of the United States as hereinafter provided in this note:
(a) Rate of Duty Columg |.

0]

(i)

(iii)

)

Except as provided in subparagraph (iv) of this paragraph, the rates of duty in column 1 are rates which
are spplicable to all products other than those of countries enumerated in paragraph (b) of this note.
Column 1 is divided into two subcolumns, “General® and "Special®, which are applicable as provided below.

The *Genersl” subcolumn sets forth the general most-favored-nation (MFN) rates which are applicabie to
products of those countries described in subparagraph (i) above which are not entitled to special tariff
treatment 83 set forth below.

The *Special® subcolumn reflects rates of duty under one or more special tariff treatment programs described
in paragraph (c) of this note and identified in parentheses immediately following the duty rate specified in
such subcolumn. These rates apply to those products which are properly classified under a provision for
which a special rate is indicated and for which all of the legal requirements for eligibility for such program
or programs have been met. Where a product is eligible for special treatment under more than one
program, the lowest rate of duty provided for any applicable program shail be imposed. Where no special
rate of duty is provided for a provision, or where the country from which a product otherwise eligible for
special treatment was imported is not designated as a beneficiary country under a program appearing with
the appropriate provision, the rates of duty in the *General” subcolumn of column 1 shall apply.

Products of Insular Possessions.

(A) Except as provided in additional U.S. note § of chapter 91 and except as provided in additional U.S.
note 3 of chapter 96, and except as provided in section 423 of the Tax Reform Act of 1986, goods
imported from insular possessions of the United States which are outside the customs territory of the
United States are subject to the rates of duty set forth in column 1 of the tariff schedule, except that
all such goods the growth or product of any such possession, or manufactured oc produced in any
such possession from materials the growth, product or manufacture of any such possession or of the
customs territory of the United States, or of both, which do not contain foreign materials to the value
of more than 70 percent of their total value (or more than S0 percent of their total value with respect
to goods described in section 213(b) of the Caribbean Basin Economic Recovery Act), coming to the
customs territory of the United States directly from any such possession, and all goods previously
imported into the customs territory of the United States with payment of all applicable duties and
taxes imposed upoa or by reason of importation which were shipped from the United States, without
remission, refund or drawback of such duties or taxes, directly to the possession from which they
are being returned by direct shipment, are exempt from duty.

(B) In determining whether goods produced or manufactured in any such insular possession contain foreign
materials to the value of more than 70 percent, no material shall be considered foreign which either--

(1) 2t the time such goods are entered, or
(2) at the time such material is imported into the insular possession,

may be imported into the customs territory from a foreign country, and eatered free of duty; except
that no goods containing material to which (2) of this subparagraph applies shall be exempt from duty
under subparagraph (A) unless adequate documentation is supplied to show that the material has been
incorporated into such goods during the 18-month period after the date oo which such material is
imported into the insular possession.
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HARMONIZED TARIFF SCHEDULE of the United States
Annotated lor Statistical Reporting Purposes
Page 2

General Note 3(a)iv) (con.):

(C) Subject to the limitations imposed under sections S03(b) and 504(c) of the Trade Act of 1974, goods
designated as eligible under section 503 of such Act which are imported from an insular possession
of the United States shall receive duty treatment no less favorable than the treatment afforded such
goods imported from a beneficiary developing country under title V of such Act.

(D) Subject to the provisions in section 213 of the Caribbean Basin EconomicRewveryAa.good:whrich
are imported from insular possessions of the United States shall receive duty treatment no iess
favorable than the treatment afforded such goods when they are imported from a beneficiary country
under such Act.

(b) Rate of Duty Column 2. Nutwithstanding any of the foregoing provisions of this note, the rates of duty shown
in column 2 shall apply to products, whether imported directly or indirectly, of the following countries and areas
pursuant to sectioa 401 of the Tariff Clausification Act of 1962, 1o section 231 or 257(e)X(2) of the Trade Expansion
Act of 1962, to section 404(a) of the Trade Act of 1974 or to any other applicable section of law, or to action
taken by the President thereunder:

Afghanistan German Democratic Republic Mongolia

Albania Kampuchea North Korea

Bulgaria Laos Romania

Cubs Latvia Union of Soviet Socialist
Czechosiovakia Lithuania Republics

Estonis Vietnam

(c) Products Eligible for Special Tariff Treatment.

(i) (A) Programs under which special tariff treatment may be provided, and the corresponding symbois for
such programs as they are indicated in the “Special® subcolumn, are as follows:

Generalized System of Preferences . .............. Aor A*
Automotive Products Trade Act ........ e B
Agreement on Trade in Civil Aircrat .. ........... C
United States-Canada Free-Trade Agreement . . ... ... CA
Caribbean Basin Economic Recovery Act . .......... Eor E*
United States-lsrael Free Trade Area ... .......... IL

(B)  Articles which are eligible for the special tariff treatment provided for in subdivision (c) of this note
and which are subject to temporary modification under amy provision of subchapters [ and Il of
chapter 99 shall be subject, for the period indicated in the “Effective Period® column in chapter 99,
to rates of duty as follows:

(1) if a rate of duty for which the article may be eligible s set forth in the "Special® subcolumn
in chapter 99 followed by one or more symbols described above, such rate shall apply in lieu
of the rate followed by the corresponding symbol(s) set forth for such article in the “Special”
subcolumn in chapters 1 to 98; or

(2) - if "No change" appears in the "Special® subcolumn in chapter 99 and subdivision (B)(1) above
does not apply, the rate of duty in the “General® subcolumn in chapter 99 or the applicable
rate(s) of duty set forth in the "Special® subcolumn in chapters 1 to 98, whichever is lower,
shall apply.

(C) Uniess the context requires otherwise, articles which are eligible for the special tariff treatment
provided for in subdivision (¢) of this note and which are subject to temporary modification under
any provision of subchapters III or TV of chapter 99 shall be subject, for the period indicated in
chapter 99, to the rates of duty in the *General® subcolumn in such chapter.

(D) Whenever any rate of duty set forth in the "Special® subcolumn in chapters 1 to 98 is equal to or
higher than, the corresponding rate of duty provided in the "General® subcolumn in such chapters,
such rate of duty in the "Special® subcolumn shall be deleted; except that, if the rate of duty in the
*Special® subcolumn is an intermediate stage in a series of staged rate reductions for that subheading,
such rate shall be treated as a suspended rate and shall be set forth in the *Special® subcolumn,
followed by one or more symbols described above, and followed by an °s° in parentheses. If no rate
of duty for which the article may be eligible is provided in the *Special® subcolumn for a particuldt-3
subbeading in chapters 1 to 98, the rate of duty provided in the "General® subcolumn shall apply.



Public Law 89-805
AN ACT
To amend the Tariff Schedules of the United States with respect to the dutiable

stutus of watches. clocks. and timing apparatus from Insular Possessions of
the United States.

Be it enacted by the Nenate ind Hlouse of Reprexentatives of the
United Ntates of America in ( ‘ongress assembled, That (a) paragraph
(n) of genernl hendnote 3 of the Turiff Schedules of the United States
(19 U.S.C. §1202) is amended—

(1) by striking out “\rticles™ in subparagraph (i) and insert-
ing in lieu thereof "Except as provided in hendnote 6 of schedule
7, purt 2, subpurt E, articles™; and

(2) by striking out “except that all articles” in subparngraph
(1) and inserting in lieu thereof “except that all such articles”,

(b) The headnotes of schedule 7, purt 2, subpart E of the Tariff
Schedules of the United Stutes are nmended by adding at the end
thereof the following new headnote :

November 10, 1966
(H. R. 8436)

Taritf Schedules.

Watches, clocks,
ete.

77A Stat. 11,

Poat, p. 1523,

Products of in-
suler possessions,

77A Stat. 347;
79 Stat. 946.
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77A Stat. 349,

U.S. consump~
tion of wetch
movements.

Publicstion in

Feders! Register.

Variable pros-
sure water chan-
nel and {ono=
sonde, duty=free
entry.

E-5
PUBLIC LAW 89-805-NOV. 10, 1966 (80 StaT.

“6. Products of Insular Possessions.—(a) Except as provided in

paragraph (b) of this hendnote, any article provided for in this sub-
part which is the product of an insular possession of the United States
outside the customs territory of the United States and which contains
any foreign component shall be subject to duty—

“(1) at the rates set forth in column numbered 1, if the countries
of origin of more than 50 percent in value of the foreign com-
ponents are countries to products of which column numbered 1
rates apply, and

%(i1) at the rates set forth in column numbered 2, if the countries
of origin of 50 percent or more in value of the foreign components
are countries to products of which column numbzared 2 rates apply.

“(b) If the requirements for free entry set forth in general headnote
3(n) are complied with, watches (provided for in item 715.05) and
watch movements (provided for in items 716.08 through 719.__) which
are the product of the Virgin Islands, Guam, or American Samoa and
which contain any foreign component may be admitted free of duty,
but the total quantity of such articles entered free of duty during each
calendar year shall not exceed a number equal to 14 of the apparent
United States consumption of watch movements during the precedin
calendar year (as determined by the Tariff Commission), of whic
total quantity—

“(i) not to exceed 87.5 percent shall be the product of the
Virgin Islands,

‘(‘l(ii) not to exceed 8.33 percent shall be the product of Guam,
an

“(iii) not to exceed 4.17 percent shall be the product of Ameri-
can Samoa.

“(¢) On or before April 1 of each calendar year (beginning with
1967), the Tariff Commission shall determine the apparent E"nited
States consumption of watch movements during the Spx'eoeding calen-
dar year, shaﬁ report such determination to the Secretary of the
Treasury, the Secretary of the Interior, and Secretary of Commerce,
and shall publish su;?; determination in the Federal Register, to-

ether with the number of watches and watch movements which are
ﬁle product of the Virgin Islands, Guam, and American Samoa which
may be entered free of duty under paragraph (b) during the calendar
JeAr.

“(d) The Secretary of the Interior and the Secretary of Commerce,
acting jointly, shall allocate on a fair and equitable basis among pro-
ducers of watches and watch movements located in the Virgin Islands,
Guam, and American Samoa the quotas for each calendar year pro-
vided by paragraph (b) for articles which are the product of the
Virgin Islands, Guam, and American Samos, re’;ﬁecnvely. Alloca-
tions made by the Secretaries shall be final. e Secretaries are
authorized to issue such regulations as the?' determine necessary to
carry out their duties under this paragraph.’

(c) The amendments made by subsections (a) and (b) shall apply
only with respect to articles entered, or withdrawn from warehouse,
for consumption on or after January 1, 1967.

Src. 2. (a) The Secretary of the Treasury is authorized and
directed to admit free of duty one variable pressure water channel
(one-seventh scale model) imported for the use of the Stevens Institute
of Technology and one ionosonde (and accompanying spare parts) for
the use of the University of Illinois.

(b) If the liquidation of the entry of the articles described in sub-
section (a) of this section has become final, such entry shall be reliqui-
dated and the appropriate refund of duty shall be made.

Approved November 10, 1966.
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January 3, 1975 -89 . Pub, Law 93-618

88 STAT. 2066

of such countries exceeds $5,000.000 during a calendar year, then all
subsequent provisions of credits, guarantees or insurance in any
amount, during such year shall be reported to the Board under the
provisions of para h (1).

(¢) The Board shall submit to Congress a quarterly report on trade
between the United States and nonmarket economy countries and
instrumentalities of such countries. Such report shall include a review
of the status of negotiations of bilateral trude agreements between
the United States and such countries under this title, the activities of
joint trade commissions created pursuant to such agreaments, the reso-
]ution of commercial disputes between the United States and such
countries, any exports from such countries which have caused disrup-
tion of United Statzs markets, and recommendations for the promo-
tion of east-west trade in the national interest of the United States.

TITLE V—-GENERALIZED SYSTEM OF
PREFERENCES

SEC. 501. AUTHORITY TO EXTEND PREFERENCES.

The President may provide duty-free treatment for any eligible
article from any beneficiary developing country in accordance with
the provisions of this title. In taking any such action, the President
ahalr have due rd for—

(1) the effect such action will have on furthering the economic
development of developing countries; ¢

(2) the extent to which other major developed countries are
undertaking s comparable effort to assist developing countriesol:iy
granting generalized preferences with respect to imports of prod-
ucts of such countriés; and

(3) the anticipated impact of such action on United States
producers of like or directly competitive products.

SEC. 502. BENEFICIARY DEVELOPING COUNTRY. .

(s) (1) For purposes of this title, the term “beneficiary developing
_country” means any country with t to which there is in effect
an Executive order by the President of the United States designating
such country as a beneficiary developing country for purposes of this
title. Before the President designates any countrv as a beneficiary
developing country for purposes of this title, he shall notify the House
of Representatives and the Senate of his intention to make such desig-
nation, together with the considerations entering into such decision.

(2? If the President has designated any country as a beneficiary
developing country for purposes of this title, he shall not terminate
such designation lZéither by issuing an Executive order for that pur-

or by issuing an Executive order which has the effect of terminat-
ing such designation) unless, at least 60 days before such termination,
he has notified the House of Representatives and the Senate and has
notified such country of his intention to terminate such designation,
together with the considerations entering into such decision.

(3) For purposes of this title, the term “country” means any for-
eign country, any overseas dependent territo;’y or possession of a
foreign country, or the Trust Territory of the Pacific Islands. In the
case of an association of countries which is a free trade area or customs
union, the President may by Executive order provide that all members
of such association other than members which are barred from desig-
nation under subsection (b) shall be treated as one country for pur-
poses of this title.

Report to
Congress,

19 USC 2461,

19 Usc 2462.

"Beneficiary
developing
oountry,.'

"Country."
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Pub., Law 93-618 - 90 - January 3, 1975
(h) No designation shnll be inude undcr this section with respect to
uny of the following: :
Austrulis Japun
Austria _ Monaco
Canada . New Zealand
Czechozlovakia Norwa

Turopean FEconomic Com-  Poland
munity member states Republic of South Africa

Finland Sweden

Gormany (East) _ Switzerland .
Hungnry Union of Soviet Socialist
Icelund Republics

In addition, the President shall not desigmate uny country s beneficiary
developing country under this seerinn—-

(1)" if such country is u “uwiiunist country, unless (A) the
products of such country e+ nondiscriminatory treatment,
(13) such cmmtr; is u contructing party to the (Genernl Agreement
on Tariffs and Trade wnd & member of the Internationul Mone-
tury Fund, and (C) such country is not dominuted or controlled
Ly internationnl commuwism; . )

(2) if such country is & memnber of the Organization of Potro-
leum Exporting Countrics, or » purty to any other arraugement
of fureign countries, and such country participates in any action
pursuant to such arrunguvment the effect of which is to withhold
supplies of vital commodity resourves from internutionsl trade
or to raise the price of xuch commoditivs to an unrcasonsble
lovel and to cause sorious disruption of the world economy;
withhold supplies of vitul commodity rrsources from interna-
tional trade or to ruise the price of such commodities to an
unreasonuble level which causes serious disruption of the world
economy ; _

(3) it such country wifunls preferentinl trentment to the
products of a doveloped country, other than the United States,
which has, or is likely to have, a significunt adverse effect on
1 nited States commerce, unless the President has received assur-
ances satisfactory to him that such preferential treatinent will
bo eliminated before January 1, 1976, or that action will be taken
bofore January 1, 1976, tu assurc that there will be no such
significant adverse cffect, and hie reports those assurances to the
Congress; :

(4) if such country—

(A) has nationalized, cxpropriated, or otherwise seized
ownorship or control of property owned by a United States

citizen or hy 1 corporation, pattaorship, or association which
is 50 percent or more beneficinlly owned by United States
eitizens.

(B) has taken steps to repudinte or nullify an existing
contract or nygreement with a United States citizen or a cor-
porution, pacrtacrship, or amaciation which is 50 perecent or
more beneticially owned hy Tnited States citizens, the etfect
of which is tn nationalize, expropriate, or otherwise seize
ownership or eontrol of propert v so owned, or

(C) hus imposed or enforced taxes or other exactions,
restrictive mnintensance or operational conditions, or other
1neasnres with rvepect to property so owned, the effect of
which is to nationalize, expropriate, or otherwise seize owner-

. ship or control of snch property,
unless—
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(D) the President determines that— .

(i) prompt, adequate, and effective compensation has
been or is being made to such citizen, corporation, part-
nership, or association,

(i) good faith negotistions to provide prompt, ade-
quate, and effective compensation under the applicable
provisions of international law are in progress, or such
country is otherwise taking sters to discharge its obliga-
tions under international law wit respect to such citizen,
corpontiop, partnership, or association, or )

(1ii) » dispute involving such citizen, corporation, part-
nership, or association over compensation for such a
seizure uas been submitted to arbitration under the pro-

- visions of the Convention for the Settlement of Invest-
ment Disputes, or in another mutually agreed upon
forum, and

promptly furnishes a copy of such dctermination to the Senate
and House of Representatives;

(5) if such country does not take adequate steps to cooperate
with the United States to prevent narcotic drugs and other con-
trolled substances (as listed in the schedules in section 202 of the
Comprehensive Drug Abuse Prevention and Control Act of 1970
(21 U.S.C. 812)) produced, processed, or transported in such
country from entering the United States unlawfully; and

(8) 1f such country fails to act in good faith in recognizing as
binding or in enforcing arbitral awards in favor of United States
citizens or a corporation, partnership or association which is 50

rcent or more beneﬁcialiy owned by United States citizens, which

ave been made by arbitrators appointed for each case or by
permanent arbitral bodies to which the parties involved have sub-
mitted their dispute.

Paragraphs (4), (6), and &6) shall not prevent the designation of
any country as & beneficiary developing country under this section if
the President determines that such designation will be in the national
* economic interest of the United States and reports such determination
to the Con with his reasons therefor. :

(cz In determining whether to designate any country a beneficiary
developing country under this section, the President shall take into
account— .

(1) an expression by such country of its desire to be so
designated ;

(2) the level of economic development of such country, includ-

ing its per capita national product, the living standards of
its inhabitants, and any other economic factors which he deems
appropriate;

(3) whether or not the other major developed countries are
extendi:l\g generalized preferential tariff treatment to such coun-
try; an

(4) the extent to which such country has assured the United
States it will provide equitable and reasonable access to the
markets and basic commodity resources of such country.

(d) General headnote 3(a) to the Tariff Schedules of the United
States (19 U.S.C. 1202) (relating to products of insular possessions)
is amended by adding at the end thereof the following new paragraph:

“(iii) Subject to the limitations imposed under sections 503 (b)
and 504(c) of the Trade Act of 1974, articles designated eligible
articles under section 503 of such Act which are imported grom
an insular possession of the United States shall receive duty treat-

88 _STAT, 2068
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Exemptions.
19 USC 2462.

19 USC 2463,

Ante
995.

Pe 1994,

m‘.’ Pe 1982,

"Country."

Regulations,

Import-
sensitive
artiocles.

ment no less favorable than the treatment afforded such articles
imported from a beneficiary developing country under title V
of such Act.” .

(¢) The President may exempt from the application of paragraph
(2) of subsection (bj any country during the period during which
such country (A) is a party to a bilateral or multilateral trade agree-
ment to which the United States is also a party if such agreement
fulfills the negotiating objectives set forth in section 108 of assuring
the United States fair and cquitable access at reasonable prices to
supplies of articles of commerce important to the economic require-
ments of the United States and (B) is not in violation of such
agreement by action denying the United States such fair and equitable
access.

SEC. 50%. ELIGIBLE ARTICLES. ’

(a) The President shall, from time to time, publish and furnish
the International Trade Commission with lists of articles which ma
be considered for designation as eligible articles for purposes of this
title. Before any such list is furnished to the Commission, there shall
be in effect an Execcutive order under section 502 designating benefi-
ciary develo&ing countries. The provisions of sections 131, 132, 133,
and 134 of this Act shall be complied with as though action under
section 501 were action under section 101 of this Act to carry out a
trade agreement entered into under section 101. After receiving the
advice of the Commission with respect to the listed articles, the Presi-
dent shall designate those articles he considers appropriate to be
eligible articles for purposes of this title by Executive order.

) The duty-free treatment provided under section 501 with
respect to any eligible article shall apply only—

(1? to an article which is imported directly from a beneficiary

dseve opingi country into the customs territory of the United

. States; an

(2) ( A) if the sum of (i) the cost or value of the materials pro-
duced in the beneficiary developing country plus (ii) the direct
costs of processing operations performed in such beneficiary de-
veloping country 18 not less than 35 percent of the appraised value
of such article at the time of its entry into the customs territory of
the United States; or

LBJ if the sum of (i) the cost or value of the materials pro-
duced in 2 or more countries which are members of the same asso-
ciation of countries which is treated as one country under section
503(s) (8), plus (ii) the direct costs of processing operations per-
formed in such countries is not less than 50 percent of the
appraised value of such article at the time of its entry into
the customs territory of the United States.

For purposes of paragraph (2) (A), the term “country” does not
include an association of countries which is treated as one country
under section 502(a) (3) but does include a country which is a member
of any such association. The Secretary of the Treasury shall prescribe
such regulations as may be necessary to carry ont this subsection.

(¢) (1) The President may not designate any article as an eligible
article under subsection (a) if such article is within one of the follow-
ing ute?ria of import-sensitive articles—

"~ (A) textile and apparel articles which are subject to textile
agreements,

B) watches,

C) import-sensitive electronic srticles,
D) import-sensitive steel articles,
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88 STAT, 2070

(E) footwenr urticles specified in items 700.05 through 70.27,
700.29 through 700.53, 700.55.23 through 700.55.75. and 700.60
through 700.80 of the Turiff Schedules of the United States,

(F) import-sensitive semimanufactured and manufactured
glass products, and

(G) any other articles which the President determiines to be
import-sensitive in the context of the (ieneralized System of
Prefercences.

(2) No article shull be un eligible urticle for purposes of this title
for any period during which such urticle is the subject of any action
proclaimed pursuant to section 203 of this Act or section 232 or 351 of
the Trude Expansion Act of 1962.

SEC. 504. LIMITATIONS ON PREFERENTIAL TREATMENT.

(a) The President muy withdraw, suspend, or limit the application
of the duty-free treatment accorded under section 501 with respect to
any article or with respect to any country: except that no rate of
duty may be cstablished in respect of any article pursuant to this
section other than the rate which would apply but for this title. In
taking any action under this subsection. the P’resident shall consider
the factors set forth in sections 501 and 502 (c¢).

(b) The President shall, after complying with the requirements of
section 502(a) (2), withdraw or suspend the designation of any country
as s beneficiary developing country if, after such designation, he

_determines that as the result of changed circumstances such country
would be barred from designation as a beneficiary developing country
under section 502(b). Such country shall cease to he a beneficiary
developing country on the day on which the President issues an
Executive order revoking his designation of such country under
section 502.

(c) (1) Whenever the President determines that any country—

(A) has exported (directly or indirectly) to the United States
during s calendar year a quantity of an eligible article having an
appraised value in excess of an amount which bears the same ratio
to $25,000,000 as th;f'mu national product of the United States
for the preceding calendar year, as determined by the Depart-
ment of Commerce, bears to the groes national.product of the
United States for calendar year 1974, or
(B) except as provided in subsection (d), has exported (either
directly or indirectly) to the United States a quantity of any
eligible article equal to or excceding 50 percent of the appruised
value of the t imports of such article into the United States
during any calendar year,
then, not Ister than 60 days after the close of such calendar year, such
country shall not be treated as a beneficiary developing country with
respect to such article, except that, if before such 60th day, the Presi-
dent determines and publishes in the Federal Register that, with
to such country—
(i) there has been an historical preferential trade relationship
between the United States and such country,
(ii) there is a treaty or trade agreement in force covering eco-
nomig relations between such country and the United States, and
(iii) such country does not discriminate against, or impose
unjustifiable or unreasonable barriers to, United States commerce,
then he may designate, or continue the designation of, such country as

8 beneficiary developing country with respect to such article.

(2) A country which is no longer treated asa beneficiary developing
country with respect to an eligible article by reason of this subsection

19 UsC 1202,

Ante, p. 2015,
19 UsC 1862,
1981,

19 USC 2464,

Beneficiary
developing
country,
designation
withdrawal or
suspension,

Publiocation
in Federal
Register,
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may be redesignated, subject to the provisions of section 502, & benef-
cisrv developing country with respect to such srticle if imports of such
srticle from such country did not exceed the limitations in paragraph
(1) of this subsection during the preeedmﬁ calendar year. o

(d) Subeection (¢)(1) (Bﬁ does not spply with respect to any eligi-
ble article if a like or directly competitive article is not produced on
the date of enactthent of this Act in the United States. .

(e) No action pursusnt to scction 501 may affect any tarifl duty
imposed by the Legislature of Puerto Rico pursuant to section 319 of
the Tarill Act of 1030 (19 U.S.C. sec. 1319) on coffece imported into
Puerto Rico.

SEC. 505. TIME LIMIT ON TITLE; COMPREHENSIVE REVIEW.

(8) No duty-free treatment under this title shall remain in effect
after the date which is 10 years after the date of the enactment of this
Act.

(b) On or before the dato which is 5 years after the date of the
cnactment of this Act, the President shall submit to the Congress a full
and complete report of the operation of this title.

TITLE VI-GENERAL PROVISIONS

SEC. 601. DEFINITIONS.
For purposes of this Act— :

(1) The term “duty” includes the rate and form of any import
duty, including but not limited to tariff-rate quotas.

" (2) The term “other imnport restriction” includes a limitation,
prohibition, charge, and exaction other than duty, imposed on
importation or imposed for the regulation of importation. The
term does not include any orderly marketing agreement.

(3) The term “ad valorem” includes ad valorem equivalent.
Whenever any limitation on the amount by which or to which any
rate of duty may be decreased or increased pursuant to a trude
agrecinent is expressed in terins of an ad valorem percentage, the
ad valorem amount taken into account for purposes ot such
limitation shall be determined by the President on the basis of
the value of imports of the articles concerned during the most
recent representative period. ’

(4) The term “ad valorem equivalent” means the ad valorem
equivalent of a speeific rute or, in the case of a combination of
rates including s specific rate, the sum of the ad valorem equiva-
lent of the specific rate and of the ad valorem rate. The ad
valorem equivalent shall be determined by the President on the
basis of the value of imports of the article concerned during the
most recent represeintative [i»eriod. In determining the vaiue of
.imports, the President shall utilize, to the maximum extent
practicable, the standards of valuation contsined in section 402
or 402a of the Tariff Act of 1030 (19 U.S.C. sec. 1401a or 1402)
tpp_lgslblo to the article concerned during such representative
period.

(5) An imported article is “directly competitive with” a domes-
tio article at an earlier or later stage of processing, and a domestic
article is “directly competitive with™ an imported article at an
earlier or later stage of processing, if the importation of the
article has an economic effect on proJucers of the domestic article
comparsble to the effect of importation of articles in the same
stage of processing as the domestic article. For purposes of this
psngn.pgx, the unprocessed article is at an earlier stage of
processing.
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Public Law 94-88
94th Congress
An Act

To amend the Turiff Bchiedules of the United States to provide duty free treat-
ment to watches and watch movements manufactured in any insular possession
of the United States If foreign materials do not exceed 70 percent of the total

- value of such watches and wovements, to amend child support provisions of
title IV of the Social Security Act, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in ('ongress assembled, That general head-
note 3(a) (i) of the Tariff Schedules of the United States (19 U.S.C.
1202) is amended by inserting imumediately after “50 percent of their
total value” the following: “(or morve thun 70 percent of their total
value with respect to watches and watch movements)”.

Sec. 2. The amendment made hy the first section of this Act shall
apply with respect to articles entered, or withdrawn from warehouse,
for consumption on or after the date of enactment of this Act.

89 STAT. 433

Aug. 9, 1975
[H.R. 7710]

Certain watches
and watch
movements, duty
suspension;
Social Security
Act,
amendments.

19 USC 1202
note. .
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(B) after such aircraft was operational,

(8) is returned to the United States after being so exported

without having been advanced in value or improved in condi-

tion by any process of manufacture or other means while

abroad, and

(4) was entered for consumption before 1970,

the rate of duty provided for in item 694.40 on the date of such entry
shall, notwithstanding any other provision of law, be assessed upon
the full value of such aircraft less the value of such components and
materials; and such entry shall, notwithstanding the provisions of
section 514 of the Tariff Act of 1930 or any other provision of law, be
reliquidated on the basis of such assessment. For the purposes. of
this section, the value of any such component or material is the cost
of such component or material at the time of installation in the
aircraft plus the cost of such installation. .

SEC. 110. WATCHES.

(a) PropucTs or INsULAR PoesessioNs DeriNep.—Paragraph (aXi)
of headnote 3 of the General Headnotes and Rules of Interpretation
is amended by striking out ‘“(or more than 70 percent of the total
value with res to watches and watch movements)”.

(b) Ratz or Dury oN WaTcHzs.—Headnote 6 of schedule 7, part 2,
subpart E is amended—

(1) by striking out “paragraph (b)’ in paragraph (a) and
inserting in lieu thereof “paragraphs (b) through (h)’; and

(2) by striking out “an insular ion of the United States
outside the customs territory of the United States” in para-

aph (a), and inserting in lieu thereof “the Virgin Islands,

uam, and American oa (hereinafter referred to as the
‘insular possessions’)’; and

(3) by striking our paragraphs (b) through (d) and inserting in
lieu thereof the following new paragraphs:

‘“(b) Watches and watch movements produced or manufactured in
a United States insular possession which contain any foreign compo-
nent may be admitted free of duty without regard to the value of the
foreign materials such watches contain if they conform with the
provisions of this headnote, but the total quantity of such articles
entered free of duty shall not exceed the amounts established by or
pursuant to paragraph (c) of this headnote.

“(c) Notwithstanding the provisions of paragraph (b) of this head-
note, the provisions of this headnote and the benefits thereunder
shall not apply to any article containing any material which is the
product of any country with respect to which column 2 rates of duty

apply.

‘(X)(i) In calendar year 1983 the total quantity of such articles
which may be entered free of duty shall not exceed 4,800,000 units.
*(ii) In subsequent calendar years, the Secretary of Commerce and
the Secretary of the Interior (hereinafter referred to as the “Secre-
taries”), acting jointly, shall establish a limit on the quantity which
may be entered free of duty during the calendar year, and shall
consider whether such limit is in the best interest of the insular
possessions and not inconsistent with domestic or international
trade policy considerations. The quantity the Secretaries establish

in any calendar year under this paragraph shall not—
“O exceej 10,000,000 units, or one-ninth of apparent domestic
consumption (as determined by the International Trade Com-

19 USC 1514.

19 USC 1202
note.

Limitations.
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_ mission pursuant to paragraph (d) of this headnote), whichever

is ter;
s(rﬁ)a be decreased by more than 10 percent of the quantity
established for the immediately p ing calendar year; and
“(IID be increased to more than 7,000,000 units, or by more
than 20 percent of the quantity established for the immediately
preceding calendar , whichever is greater.

“(e) On or before April 1 of each calendar year (beginning with the
first year in which watch imports from the United States insular
possessions exceed 9,000,000 units), the International Trade Commis-
sion shall determine the apparent United States consumption of
;ntcheshand watch l;love::enu (inc!l:;%ing solid s;atée timepieces)

uring the preceding calendar year, s report such determination
to the Secretaries, and shall publish such determination in the
Federal Register.

“(fXi) In calendar year 1983, not more than 3,000,000 units of the
total quantity of articles described in p ph (d) which may be
entered free of duty shall be the product of the Virgin Islands, not
more than 1,200,000 units shall be the product of Guam, and not
more than 600,000 units shall be the product of American Samoa.

(i) For calendar year 1984 and thereafter, the Secretaries may
establish new territorial shares of the total amount which may be
entered free of duty, taking into account the capacity of each
territory to produce and ship its assigned amounts. A territory’s
share in any year shall not be reduced— :

“(D by more than 200,000 units in calendar year 1984 or 1985,

and
“(ID by more than 500,000 units in calendar year 1986 or
thereafter, except that no territorial share shall be established
at less than 500,000 units.
‘g) The Secretaries, acting jointly, shall allocate the calendar
‘v‘ur duty exemptions provided by paragraphs (b), (d), and (f) of this
eadnote on a fair and equitable basis among producers located in
the insular possessions, and shall issue apgro riate licenses there-
for. Allocations made by the Secretaries s be final. In making
the allocations, the Secretaries shall consider the rotential impact of
territorial Y;oduction on domestic production of like articles and
shall establish allocation criteria (including minimum assembly
requirements) that will reasonably maximize the net amount of
direct economic benefits to the insular possessions.
“(hXi) In the case of each calendar year beginning after December
81, 1982, and before January 1, 1996, the Secretaries, acting jointly,

_;’(D verify the wages paid by each producer to permanent
dr:idenh o 3he um:' ar possessions dun’;:g the preceding calen-
ar, an
“(II) issue to each producer (not later than March 1 of such
' )eg) a certificate ft'ox' lt,l'u.- applica;‘bl(e)amount. dod b
“(1i) For purposes of subparagraph (i), except as provi in su
paragraphs (iil) and (iv), &ae term ‘applieabre amount’ means an

amount equal to the sum of—
“() 90 percent of the producer’s creditable wages on the
assembly during the preceding calendar year of the first 300,000
units, plus

“(D the applicable graduated declining percentage (deter-
mined each year by the Secretaries) of the producer’s creditable
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wages on the assembly during the preceding calendar year of
units in excess of 300,000 but not in excess of 750,000.

“(iii) The ate amount of all certificates which are issued
during any calendar year shall not exceed an amount which bears
the same ratio to $5,000,000 as—

“(I) the gross national product of the United Statee (as deter-
mined by the Secretary of Commerce) for the preceding calen-
dar year, bears to—

“(Il) the groes national product of the United States (as so0
determined) for 1982.

“(iv) (I) Subject to the provision of clause (I}, if the amount of the

certificates issued under subparagraph (i) would exceed the limit
under subparagraph (iii), the applicable amount of each producer’s
certificate s be reduced proportionately by the amount of such
excess. ;
“(II) The applicable amount of any producer’s certificate shall not
be reduced below the amount determined under sub aph (ii)XD),
except that if the application of this clause would result in the
aggregate amount of the certificates exceeding the limit under
su pamaph (iii), the applicable amount of each producer’s certifi-
cate 8 again be reduced proportionately by the amount of the
excess determined after application of this clause.

“(v) Any certificate issued under subparagraph (i) shall entitle the
certificate holder to secure the refund of duties equal to the face
value of the certificate on watches, watch movements (including
solid state timepieces) and, with the exception of discrete cases,

therefor imported into the customs territory of the United

tates by the certificate holder. Such refunds shall be made under
regulations issued by the Treasury De ment. Not more than 5
rcent of such refunds may be retained as a reimbursement to the
gmwm Service for the administrative costs of making the refunds.

‘“(vi) Any certificate issued under subparagraph (i), or any portion
thereof, shall be negotiable.

“(vii) Any certificate issued under subparagraph (i) shall expire 1
year from the date of issuance and may be applied against duties on
imports of watches and watch movements the entry of which were
made within 2 years prior to the date of issuance of the certificate.

‘(viii) For pu of determining the applicable amount of any
producer'fl certificate to be issued during calendar year 1983, the

ater of—
gre “(I) the producer’s creditable wages for calendar year 1982, or

‘“(I) 60 percent of the producer’s creditable wages for calen-
dar year 1981,

shall be considered the creditable wages for calendar year 1982.

“(i) The Secretaries are authorized to issue such regulations, not
inconsistent with the provisions of this headnote, as they determine
necessary to carry out their respective duties under this headnote.
Such regulations shall include minimum assembly requirements.
Any duty-free entry determined not to have been made in accord-
ance with applicable regulations shall be subject to the applicable
civil remedies and criminal sanctions, and, in addition, the tar-
ies may cancel or restrict the license or certificate of any manufac-
turer found in willful violation of the regulations.”.

Certificates.

Refund.

Expiration of
certificate.

Regulations.
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allowance shall be made for all detectable moisture and impurities
present in, or upon, the imported crude oil or petroleum products.”.

(b) Errecrive Dot —The amendment made by this section shall
apply with respect to articles entered, or withdrawn from warehouse
for consumption, after October 1, 1987.

SEC. 1903. ELIGIBLE ARTICLES UNDER THE GENERALIZED SYSTEM OF
PREFERENCES.

Section 503(cX1XB) of the Trade Act of 1974 (19 USC.
2463(cX1XB)) is amended to read as follows:

‘(B) watches, except those watches entered after June 30,

1989, that the President specifically determines, after public

notice and comment, will not cause material injury to watch or

watch band, strap, or bracelet manufacturing and assembly

operations in the United States or the United States insular

possessions,”’.

19 USC 1507
note.
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DEPARTMENT OF COMMERCE
internationat Trade Administration
DEPARTMENT OF THE INTERIOR

Oftfice of Territorial and intemational
Aftairs

1S CFR Part 203
[Dockst Neo. 50998-8243)

Limit on Duty-Free insular Waiches in
Calendar Year 1969

AQEwcES: Import Administration.
International Trade Administration,
Department of Commerce; Office of
Territorial and International Affairs.
Department of the Interior.

Acnow: Final rule.

SUMMARY: Pursuant to Pub. L. 97448,
the Departmrents of thre interior and
Commerce (the Departments) share
responsibility for establishing a limit on
the quantity of warches and watch
movements which may be en:ered free
of duty during each calendar year. The
law also requires the Departments to
establish the shares of this limited .
quantity which may be entered from the
three insular possessions of the U.S. and
the Northern Mariana Islands (NMI).
This action maintains during 1989 the
existing limit and territorial shares while
changing the set aside for cew ertrant
invitations in the Virgin Islands and
Guam to 200.000 units cach. We have
done this by amending 15 CFR
303.14(d)(2) and (3).

EFFECTIVE DATE: January 30, 1989.

FOR FURTHER INFORAMATION CONTACT:
Faye Robinson. (202) 377-1680.
SUPPLEMENTARY INFORMATION: We
published these revisions in proposed
form on October 11, 1988 (33 FR 38612)
and invited comments. Wae received no
comments.

Accordingly, the Departments are
establishing for calendar year 1989 a
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total quantity and respective territorial
shares as shown in the following table:

Virgin Islands..comem e oo 4.700.000
1.000.000

American Semog....cm..cooeeimree.  500.000
Northern Marians lslands..—... 500.000
Total 6.700.000

Classification: Executive Order 12291.
In accordance with Executive Order
12291 (46 FR 13193, February 19, 1981),
the Departments of Commerce and the
Interior have determined that this rule
does not constitute a “major rule” as
defined by Section 1(b) of the Order. It
is not likely to resulit in:

(1) An annual effect on the economy
of $100 million or more:;

(2) A major increase in costs or prices
for consumers, individual industries,
Federal, State, or local government
agencies, ot geographic regions; or

(3) Significant adverse effects on
competition. employment. investment,
productivity, innovation. or on the
ability of United States-based
enterprises to compete with foreign-
based enterprises in domestic or export
markets.

Therefore, preparation of a Regulatory
Impact Analysis is not required.

This regulation was submitted to ths
Office of Management and Budget for
review, as required by Executive Order
12291.

This final rule does not contain
policies with Federaliam implications
sufficient to warrant preparation of &
Federalism assessment under Executive
Order 12612

Regulatory Flexibility Act. In
accordance with the Regulatory
Flex:bility Act, § U.S.C. 601 ot seq., the
General Counsel of the Department of
Commerce has certified that this action
will not have s significant economic
impact on a substantial sumber of small
entities. Fewer than ten entities are
directly affected by tkis action. The
commercial benefits of the program
governed by these regulations, for
entities both directly and indirectly
affected. are less than $10 million per
year.

Pazerwicrk Reduction Act. This rule
does no! contain information collection
iequirements subject to the Paperwork
Reduction Act nf 1980, 44 U.S.C. 3501 et
seq.

List of Subjects in 1S CFR Part 303

Imports, Customs duties and
inspection, Watches and jewelry,
Marketing quotas, Administrative
practice and procedure, Reporting and
recordkeeping requirements, American

Samoa, Guam, Virgin Islands, Northern
Mariana Islands.

For reasons set forth above, we
amend Part 303 as follows:

PART 303—{AMENDED)]

1. The authority citatioa for Part 303
continues to read as follows:

Authority: Pub. L. 97448, 98 Stat. 2328, 2331
(19 US.C. 1202 nots): Pub. L 94-241. 90 Stat.
283 (48 US.C. 1081, note)

§303.14 (Amended)

2 Section 303.14 is amended by
changing 500,000 to 200.000" in
§ 303.14(d) (2) and (3).
Timothy N. Bergan,
Deputy Assistant Secretary for Import
Admnistration.
David Heggestad.
Acting Assistant Secretary for Territorial and
International Affairs.
[PR Doc. 88-29909 Flled 12-28-88: 8:45 am|
SILL/NG COOES 4310-83-4 snd 3810-080-48

S
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b —
of the United States each year: and raise  comumercial benefits of the program
to $32.000 the limit on individual governed by these regulations. for
creditable wages. entities bot{ directly and indirectly
EFFECTIVE DATE Regulution effective affected. are less than $10 million per
December 30, 1988. The changes year.
ir;rcorpontod in these amendments are Paperwork Reductioa Act
effective with respect to entries made
and taxes and wages paid on or after mm:‘::‘].::‘;:::::;n:a.‘;‘?&fm
January 1. 1089. Paperwork Reduction Act of 1960, 44
w{"_“mmmm We List of Subjects in 15 CFR Part 303
published these revisions in proposed Imports, Customs duties and
form on October 7, 1968 (53 FR 39488) inspection, Watches and jewelry,
and invited comments. We received one  Marketing quotas, Administrative
comment The commaent supported all practice and procedure, Reporting and
sed ch . recordkeeping requirements. American
ﬂndor [ U.s.g $83(d)(1) the effective  Samoa, Guam, Virgin lslands, Northern
dndo of t:ina rule \':;‘O.d nc':l bcl delayed for Mariana Islands.
30 days use rule rclieves a
restriction. The restriction is relieved by PART 303—{ AMENDED]
raising the maximum value of For reasons set forth above, we are
components used in the assembly of amending Part 303 as follows:
duty-free watches from $80 to $150 and 1. The authority citation for Part 303
— e watch movements from $30 to $38. continues to read as follows:
OMMERCE Classification: Executive Order 12291 Authority: Pub. L. 97-448. 98 Stat. 2328, 2391
DEPARTMENT OF C In accordance with Executive Order %l{: & _3_1?1:'5:':' L 86-202, 90 St
International Trade Administration 12291 (48 FR 13183, February 19, 1961), .
DEPARTMENT OF THE INTERIOR the Departments of Commerce and the §303.1 (Amended)

Office of Territorial and Internationsl
Aftairs

18 CFR Part 303
{Docket No. 80994-8243)

Watch Duty-Exemption Program

AagncEs: Import Administration,
International Trade Administration,
Department of Commerce; Office of
Territorial and International Affairs,
Department of the Interior.

ACTOK: Final rule.

SUMMARY: This action amends 15 CFR
Part 303. which governs the allocation of
duty-exemption entitlements among
watch producers in the United States’
insular possessions (the Virgin lslands,
Cuam. and American Samoa) and in the
territory of the Northern Mariana
Islands. The amendments convert tariff
schedule references in the regulations to
the new Harmonized Teriff Schedule of
the United States; change the formula
for sllocating territorial shares to a fifty
percent we“ial for creditable wages and
fifty percent for units shipped: raise the
maximum value of components used in
the assembly of duty-free watches and
watch movements to $150 and $38,
respectively; eliminate specific dates for
publication of notices on the quantity of
waili and watch movement units, and
territorial shares thereof, which may
enter duty-free into the customs territory

Interior have determined that this rule
does not constitute & “major rule” as
defined by Section 1(b) of the Order. It
is not likely to result in:

(1) An annual effect on the economy
of $100 million or more;

(2) A major increase in costs or prices
for consumers. individual industries,
Federsl, State, or loc:ll government
agencies, or geographic regions: or

(3) Significant adverse effects on
competition, employment. investment,
productivity, innovation, or on the
ability of United States-based
enterprises to compets with foreign-
based enterprises in domestic or export
markets.

Therefors, preparation of a Regulatory
Impact Analysis is not required.

This regulation was submitted to the
Office of Management and Budget for
review, as required by Executive Order
12291.

This final rule does not contain
policies with Federalism implications
sufficient to warrant preparation of a
Federalism assessment under Executive
Order 12012,

Regulatory Flexibility Act

In accordance with the Regulatory
Flexibility Act, § U.S.C. 601 et seq., the
General Counsel of the Department of
Commerce has certified that this action
will not have a signifizent economic
impact on s substantial number of small
entities. Fewer than ten entities are
directly affected by this action. The

2 Section 303.1(a) is amended by
changing the words “Headnote 8 of
Scheduls 7, Part 2, Subpart E of the
Tariff Schedules of the US. ("Hsadnote
6”]" to “U.S. Lagal Note $ to Chapter 91
of the Harmonized Tariff Schedule of
the United States (“91/5")".

§§ 903.1, 303.2, 303.5, and 303.14
(Amended)

3. The terms “Headnots 6™ and/or
“beadnote 3(s)" are changed to reed
“91/S" each time they appear in 303.1 (a)
and (b), 303.2(s) (10), (13), and (14),
303.5(b)(7) and 303.14(a)1)(i)-

§303.3 (Amended)

4. Section 303.3(a) is revised to read as
follows: -

§ 3033 Determination of the total annusl
duty-exemption.

(a) Procedure for determination. If,
after considering the productive
capacity of the territorial watch Industry
and the economic interests of the
territories, the Secretaries determine
that the amount of the total annual duty-
exemption, or the territorial shares of
the total amount, should be changed,
they shall publish in the Federal
Register a proposed limit on the quantity
of watch units which may enter duty-
free into the customs territory of the
United States and proposed territorial
shares thersof and. after considering
comments, establish the limit and shares
by Federal Register notics. If the
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Secretaries take no sction under this

section, they shall make the allocations
in accordancs with the limit and shares

hstuublhhedbythuproadm

§ 303,14 [Amended)
S, Section 303.14{a)(1)(i) is amended
by changing “Eighty percant” to “Fifty

6. Section 303.14(a)}(1)(ii) is mcndod
by changing “Twaenty percent” to “Fifty

7. Socdon mu(b)mhnnladodby
duulu *$30” to “$35™ and “$80”

M N. Bergen,
m‘mm‘mryfwm
Administrotion.

Devid Hoggestad,

Acting Assistont Secretary for Territorial and
Internctional Affairs.

[FR Doc. 88-28910 Piled 13-29-8& 848 am]
SHLIS CODE 385%0-00-8, 4379-90-8 .
p—————————————
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DEPARTMENT OF COMMERCE
international Trade Administration

DEPARTMENT OF THE INTERIOR

Office of the Secretary
{Docket No. 50908-8243)

Aflocation of Duty-Exemptions for
Calendar Year 1989 Among Watch
Producers Locsted In the Yirgin
Isiands snd Guam

AGENCY: Import Administration,
Intemational Trade Administration,
Department of Commerce; and Offics of
the Secretary, Department of the
Interior.

AcTmion: Allocation of duty-exemptions
for calendar year 1888 among producers
located in the Virgin Islands and Goam.

SUMMARY: This action allocates 1989
duty-exemptions for waich producers
located in the Virgin Islands and Guam
pursuant to Pub. L. 97-448.

FOR FURTHER INFORMATION CONTACT:
Faye Robinson, (202) 377-1680.

SUPPLEMENTARY INFORMATION: Pursuant |

to Pub. L. 97-448, the Departments of the
Interior and Commerce (the
Departments) share responsibility for
the allocation of duty exemptions among
watch assembly firms in the U.S. insular
possessions and the Northern Mariana
Islands. The total quantity of watches
and watch movements which may be
entered free of duty from the nsular
possessions and the Northern Mariana
Islands is 6.700.000 units. Of this
ameunt, 4,700,000 units may be allocated
to Virgia Islands preducers, 1,000,000 to
Guam produocers, 500,000 to American
Samoa producers and 500.000 to
Northern Mariana Islands produacers (53
FR 52678).

The criteria for the calculation of the
1980 duty-exemption allocations among
insular producers are set forth in
§ 303.14 of the regulations (15 CFR Part
303) as amended on December 29, 1968
(53 FR 526878). The amendments to
§ 303.14 of the regulations dated
December 30, 1968 (53 FR 52904) are not
included in the criteria because these
amendments were effective only with
respect to entries made and wages and
taxes paid on or after January 1, 1988.

The Departments have verified the
data submitted on application form
ITA-334P by producers in the territories
and inspected the current operations of
all producers in accordance with § 303.5
of the regulations.

The verification established that in
calendar year 1988 the Virgin Islands
watch assembtly firms shipped 3,438,149
watches and watch movements into the
customs territory of the United States
under Pub. L. 97-448. The dollar amount
of creditable corporate income taxes
paid by Virgin Islands producers during
calendar year 1988 plus the creditable
wages paid by the industry during
calendar year 1988 to residents of the
territory totalled $8,825,179.

Thers is only ons producer in Guam.
Publication of the Guam data,
accordingly. would disclose
competitively sensitive information. The
calendar year 1989 Virgin Islands and
Guam annual allocatiens set forth below
are based on the data verified by the
Departments im the Virgin Islands and
Guam. The allecations reflect
adjustments made in data suoplied on
the producers’ annual application forms
(ITA Form-334P) as a result of the
Departments’ verification: and
reallocation of daty-exemptions which
have been voluntarily relinquished by
some producers pursuant to § 303.6(b)(2)
of the regulations. :

The duty-exemption allocations for
calendar year 1989 in the Virgin Islands
are as follows:

Name of m Annual aflocation
Belar Quartz, Inc. . — 500,000
Master Time Co., Lid. ... 550,000
Progress Watch Co.. Inc. . 700,000
Unitime industries, inc. ... 770,000
Tropex, inc. 500,000
Timax, V.1, inc. 750,000

The duty-exemption allocation for
Guam is as follows:

Name of Frm Annual Allocaton
T L 800,000
Timothy N. Bergan,
Deputy Assistant Secretary for Import

Administration.
Timothy W. Glidden,

Acting Assistant Secretary., for TeRitbial
and Internatione! Affairs.

[FR Doc. 89-6013 Filed 3-14-80: 8:45 am|
SILLING CODE 2640-D0-ik 43W9-83-4
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APPENDIX F

QUESTIONNAIRE PRODUCT CATEGORIES



Category

0o ~NOYUL

10
11
12
13
14

15
16

17

18

F-2
Watch and Band Categories

Description

Mechanical watches:
With plastic cases.
With metal cases:
Wholly of precious metal or clad with precious
metal:
With back made wholly of precious metal or clad
with precious metal.
With back made of steel or other materials.
Plated with no less than 16 kt gold or precious
metal:
over 7 microns.
3 to 7 microns.
1 to 3 microns.
less than 1 micron.
Other.

Quartz analog or dual-display watches:
With plastic cases.
With metal cases:
Wholly of precious metal or clad with<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>